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Competition Returns 


One of Broadway’s biggest successes today is the “Death 
of a Salesman.” Curiously, its run tends to coincide with 
a period in our economy which calls for the “Rebirth of 

I the Salesman.” For industry after industry is find- 

ing it necessary these days to return to the prewar 
practice of not only making the goods but of aggressively 
selling them. This calls for restoration of the salesman to 
his rightful place as ambassador extraordinary to con- 
sumers everywhere. A cross-industry survey of what steps 
companies are taking to revitalize their selling forces where 
they have them and to build up effective sales staffs in 
cases where they were allowed practically to disappear is 
reported on in this month’s survey of business practices. 
(Pages 118 and 156.) 


This need to build up sales staffs is a part of the general 
reaction to the more or less general return of competition, 
particularly in the consumers’ goods fields. A special word 

U is being used these days to describe the process of 

stripping for competitive action. The word is “re- 
adjustment.” In this issue, we present the third case study 
of the process at work. The industry treated this time is 
frozen foods, which boomed during the war and has been 
to some extent readjusting ever since. Some of the expan- 
sion may have been unhealthy for the industry. For ex- 
ample, too many poor-quality packs got on the market, 
perhaps discouraging some people from using frozen foods 
after rationing was lifted. But expand the industry did— 
and it feels ready now to expand further. (Page 124.) 


Collective Bargaining Arguments, 1949 Model 


What economic arguments will be advanced pro and con 
when wage negotiations reach their heat in the next month 
or two? Two experts schooled in collective bargaining 
arguments give their views beginning on page 132. Rob- 
ert R. Nathan, author of the much discussed (and 
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cussed) Nathan Report in 1946, believes the 1949 wage 
battle will pivot around profits and that a wage boost paid 
out of profits is what we need to bring about stabilization. 


~Leo Wolman, Professor of Economics of Columbia Uni- 


versity, warns that 1948 profits are a thing of the past 
and that, if left alone by government, the harsh realities 
of 1949 profits will quickly resolve 1949 wage bargainings. 
These two outstanding spokesmen also differ sharply on 
the proper role of government in the uncertain months 
ahead. 


Taxes Are Greedy 


Going up, going up, going up—taxes don’t ever like to go 
down. And many people think that progressive taxes are 
always progressing but are anything but progressive. They 

speak of them as being hampering, stifling to in- 

itiative, unfair, and of course confiscatory—as all 
taxes are. Regardless, personal income taxes have become 
increasingly important as a means of government revenue 
and one wonders how Washington ever got along before 
the sixteenth amendment was adopted which made pro- 
gressive taxation possible. Before then, federal revenues 
were mostly obtained from customs and excise taxes. 
Washington has become more and more greedy about its 
share of the money, taking much more than the state and 
local governments. Some of the current story on taxes is 
told in chart form on pages 140 and 141. 


In Canada, taxes are coming down. This isn’t the first 
time, either, in recent years, and so is not to be likened to 
the reduction Washington voted this country’s harassed 

taxpayers last year. What’s more, President Truman 

W is all for hiking rates up again. How come Canada 
can reduce the rates and the United States is in danger of 
having them increased again? Readers in the forty-eight 
states may get some vicarious pleasure from the article, 
“A Neighbor Reduces Taxes” which begins on page 130. 
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Survey of Business Practices: 


Rebirth of the Salesman 


IDESPREAD intensification of sales, advertis- 

ing and promotion efforts in anticipation of 
keener competition and the return of a buyers’ mar- 
ket is indicated in this month’s survey of business 
practices. An increase in personnel is being coupled 
with intensified training in a move to reacquaint sales- 
men with sales methods and to bring them up to date 
on new products. 

Many of the 190 companies surveyed are also con- 
centrating on expanding their markets, reopening of- 
fices shut down during the war and studying possible 
changes in the layout of sales territories. Others are 
revising sales compensation schedules and reorganiz- 
ing sales management. 

The swing from a sellers’ market to a buyers’ mar- 
ket is also reflected in advertising programs for 1949. 
All but a very few companies state that advertising 
expenditures for 1949 will be the same or higher than 
in 1948. About one third of the companies are in- 
creasing their advertising and sales promotion budgets 
—some to the extent of 30% to 50% over last year. 
An increased interest in new media is indicated while 
many report a shift in emphasis from institutional to 
product-boosting advertising and display. 

Any cut in prices, it is pointed out, is contingent on 
decreases in labor and raw material costs. However, 
competitive conditions, it is admitted, may force 
price reductions in any case. 


SALES PROGRAMS 


Executives, with few exceptions, are agreed that 
selling has again assumed its prewar importance. Dur- 
ing the past nine unprecedented years of increased 
purchasing power and scarcity of goods, order taking 
was the rule rather than the exception. There was 
no necessity for aggressive salesmanship. Now, how- 
ever, the buyer has come back into his own. He is 
becoming selective in his purchases and, as one indus- 
trialist put it, “he wants to be courted for his busi- 
ness.” Cooperating executives feel that the prospect 
of a tough selling job for 1949, in most industries, 
looms more certain each day. Their efforts are there- 
fore being directed toward building a sales force 
equipped to cope with a competitive market and get 
results. 


Sales’Forces on the Increase 


Most sales forces were depleted and disarranged 
during the war and many companies started mending 


fences just as soon as possible after V-J day. Recog- 
nizing the inevitable return of a buyers’ market, these 
companies have gradually rebuilt, reorganized, and re- 
trained their sales forces. The majority of the report- 
ing companies, however, have delayed the reconstruc- 
tion of their sales forces until recently. These com- 
panies are the ones that now find themselves in the 
process of sales reorganization. 

The most important change or contemplated change 
is an increase in the size of the sales force. This in- 
creased size of selling units has been occasioned, in 
many cases, by the expansion and realignment of sales 
territories. For example, one cooperator states: 


“All sales territories have been reviewed and revised 
where desirable. Twenty-five district offices have been 
reopened and completely modernized. Eight branch ware- 
houses have been reinstated and a ninth warehouse will 
be opened within the next month.” 


Another executive writes: 


“Offices in two large cities which were closed during 
the war have been reopened, while a new sales office has 
been opened in another key city where the company has 
a new fabricating plant.” 


Other executives report additions to the sales force 
in order to have available well-trained men who will 
be ready to step in and take over as the older mep 
retire. Some companies already are replacing their 
older men with younger salesmen. 

Many company reorganization plans provide for 
increased field work. “The divorce of representatives 
from the telephone and putting them out in the field 
to make personal contacts” is an important factor 
in competitive selling, and executives feel that sales- 
men must take to the road again to maintain current 
sales levels. A company already launched on such a 
program says: 


“We are insisting that our sales organization stay out 
of the office and spend more time on the road. We have 
already seen some definite advantages in this approach as 
competition becomes increasingly severe.” 


Another official reports “increasing the personnel in 
field sales by 50% as compared with 1948.” 

The expansion of sales territories and the return of 
salesmen to more contact selling in the field means a 
reorganization of management in some companies. 
Additional field supervisors have been employed in 
a few cooperating companies to “insure closer control 
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of the salesmen’s work in the field.” More detailed re- 
ports are also being requested from the field men by 
district managers and the home offices to help check 
on the effectiveness of sales methods. 


Sales Training Programs 


Almost all correspondents who are revamping their 
sales organizations report that they are giving a great 
deal of attention to sales training. They have de- 
veloped comprehensive training courses in an effort 
to stimulate the salesmen, instruct them in selling 
techniques and give them a technical knowledge of 
the products to be sold. Here is a typical report: 


“We are definitely intensifying our training, particu- 


larly with the new men, giving them a much longer 


period of education, both at the factory and in the field, 
working under experienced men.” 


Training courses are not restricted to new person- 
nel alone. Most firms are conducting training periods 
for their older sales employees who have not had 
much active and aggressive selling to do in the past 
few years. Executives feel the older employees may 
well profit by a reexamination of selling methods and 
instruction in the new products which have been de- 
veloped during the war and postwar years. 

The training programs are also often extending be- 
yond the companies’ own sales forces. For example, 
one correspondent writes: “We have training schools 
for salesmen and a training period of two weeks each 
year for our customers’ salesmen.” A report from an- 
other company reveals plans to have two sales pro- 
motion managers in the field whose duty it will be 
to train dealers’ salesmen in an attempt to help them 
do a more effective selling job. Further evidence of 
the growing emphasis on sales training is given by a 
number of companies which report that they have en- 
gaged sales consultants to direct their training 
programs. 


Compensation Changes 


Few cooperating executives report any pronounced 
change in sales compensation. Compensation changes 
in most companies have been limited to a slight modi- 
fication of present plans, usually in an attempt to 
“provide more realistic objectives and greater incen- 
tive to sales representatives to produce more.” A few 
companies are making more basic changes, as for ex- 
ample the following: 


“We are giving an added inducement to the man who 
procures new customers and are reducing his compen- 
sation on service of old accounts. His combined earnings 
under the new plan should be somewhat higher and 
force him to concentrate his efforts on new customers, 
since responsibility of caring for the old customers is 
shifted to the factory, which controls price, production 
and delivery.” 


A more comprehensive study of salesmen’s earnings 


for the year 1948 may be found in the March Manage- 
ment Record. This survey shows that “while hourly 
rates continued upward in 1948, earnings of the aver- 
age salesman stood still. Analysis of the annual 
earnings of the average salesman in 234 manufactur- 
ing companies shows a median figure of about $6,000 
for 1948. This was also the median for the 1947 
earnings of the same group.”? 


ADVERTISING PROGRAMS 


From all indications, 1949 will be another good year 
for advertising. Most cooperating executives report 
that the rapidly growing buyers’ market is causing 
greater concentration on advertising programs for the 
ensuing year. Ninety per cent of the companies re- 
port advertising expenditures for 1949 equal to or 
higher than those for 1948. Increases up to 50% over 
1948 levels are indicated by a few companies. Boosts 
in budgets are based on rising rates for some media, 
the use of additional media, shifts from one medium 
to another and expansion of present advertising poli- 
cies. “It might be of interest to mention,” writes one 
executive, “that our company will spend about three 
times as much on consumer advertising in 1949 as 
the entire industry spent for that purpose in any pre- 
war year.” Another executive states that his company 
is instituting a plan whereby advertising expenses 
will be double or triple those of 1948. 

Industry, however, is determined to get its money’s 
worth out of any advertising scheduled. Executives 
report that close watch will be kept on the effective- 
ness of the media used. The prevailing attitude is best 
indicated, perhaps, in the following statement: 


“We are not contemplating any shifts in advertising 
or sales promotion policies except to be even more critical 
of these expenditures, so as to be sure we are getting 
our money’s worth for what we spend. In other words, 
we are going to apply to our own purchases and promo- 
tional efforts the same yardstick which I am sure our 
customers are applying in their dealings with us.” 


Selling Copy to the Fore 


Another important trend in advertising is a shift 
from institutional to product-excellence themes. Dur- 
ing the war when most companies could not meet the 
demands of their customers, institutional advertising 
grew as a means of maintaining high company recog- 
nition and esteem without aggravating the problem 
of satisfying excessive demand. Now companies again 
recognize the necessity of putting their product across 
to the public. 

“During the latter part of 1947 and 1948,” writes 
an executive, “our industry, of necessity, devoted a 
significant portion of its advertising and sales pro- 
motional efforts to institutional type of work. With 


1“Salesmen’s Earning Pace Slackens,” The Management Record 
March, 1949. Also included in this report is a summary of auto- 
mobile mileage allowances and turnover rates for salesmen. 
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the correction of the supply-demand balance, it is 
our expectation that advertising and sales promo- 
tional efforts during 1949 will again be shifted to 
greater emphasis on product excellence.” 

Another executive reports: 


“Up to this time our advertising has been largely of 
an institutional type. We are reviewing our program with 
the thought of including a certain portion of advertising 
on specific products. This will be somewhat on a trial 
basis, to determine whether or not it results in increased 
sales on those particular items.” 


The trend toward product-excellence advertising 
also is evidenced in reports that firms intend to re- 
duce expenditures on institutional advertising in gen- 
eral publications and devote more of their budgets 
to trade publications with copy slanted accordingly. 


Media 


A definite trend toward increased use of direct-mail 
advertising is indicated, especially by capital goods 
industries. Part of the swing from trade-journal to 
direct-mail advertising is accounted for by the devel- 
opment of new products. Executives believe that 
direct mail aimed at the particular industries for 
which these products have been developed will prove 
to be the most effective method of advertising. 

Television, a new medium, is gaining greater atten- 
tion from some of the larger business firms. At the 
present time, it is the most costly medium and, of 
necessity, can offer only limited audiences. However, 
one Official writes: ‘We shall continue to acquire ex- 
perience with television in order that we will know 
how to integrate it into our promotional plans when 
it becomes a productive mass medium.” A few indus- 
trial leaders report they already have made use of 
television facilities and others state that their adver- 
tising policies are being expanded to include them. 

Some cooperators are revising their own advertising 
and sales promotion planning with the objective of at- 
tracting more customer prospects to their dealers’ 
showrooms. More emphasis is being placed on dealer 
relations and, as a result, advertising will be utilized 
by some firms to build up public confidence in their 
dealer organizations. 

Another form of advertising which is gaining 
greater recognition is participation in exhibits at in- 
dustrial conventions. The packing of premiums with- 
in the package is also being revived by some com- 
panies as a promotion policy for 1949. One firm re- 
ports that it will attempt to get newspapers to publish 
more news articles and photographs announcing its 
new products. The articles will then be reproduced 
and used in sales promotion literature distributed 
to manufacturing agents, jobbers, dealers and in some 
cases, by direct mail to consumer prospect lists. 

The few companies which report curtailment of ad- 
vertising expenditures explain that their advertising 


budget operates as a percentage of sales—and demand 
is down. 


PRICING POLICIES 


This month’s survey reveals some softening in the 
price structure. This is in contrast to the year-end 
business outlook survey, in which nine out of ten 
companies participating indicated that they did not 
plan any price reductions in 1949. That survey found: 


“Although business is generally reluctant to increase 
the price of its products, the general feeling is that higher 
labor and raw material costs will make upward price 
adjustments necessary. Reluctance to charge higher prices 
is in part owing to concern over possible consumer re- 
sistance now beginning to be detected.” 


Executives now readily admit that buyer resist- 
ance is no longer in the infant stage; a buyers’ mar- 
ket is here. However, there is still apparent reluct- 
ance on the part of most executives to report that 
prices will be reduced or that their company is con- 
templating such an action. Nevertheless, all agree 
that raw material and labor costs, which still are 
high, will have to be reduced before substantial price 
reductions can follow. Capital goods industries are 
particularly concerned over the price of metals. Even 
with a downward trend in metal prices, executives of 
these industries feel it will be some time yet before 
the consumer feels the cut. 

The prospect of price reductions is most apparent in 
textiles, food, and in some parts of the chemical in- 
dustry. Lower prices already have been effected by 
some companies within these industries and there are 
indications, executives say, of even more to come. A 
softening of prices is also expected by the petroleum 
industry on some of its by-products. Most cooper- 
ators point to market conditions as the deciding 
factor in present price policies and state that they 
would “meet competitive price reductions if other 
companies in the same line of business should make 
them.” 

A final note on the subject is added by one execu- 
tive who, although not contemplating any price re- 
ductions, says: “In the final analysis, however, we 
must all remember that the customer sets the price.” 


Barsara R, MANgEss 
G. Ciark THOMPSON 
Division of Business Practices 


Business Book Shelf 


The Population Problem in the Netherlands—The prob- 
lems generated by the sharp increase since the end of the 
war in the population of Holland, one of the most densely 
populated areas of the world. By Dr. H. W. Methorst, 
Quarterly Review, Amsterdamsche Bank N. V., Incasso- 
Bank N. V., January, 1949. 
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Television: Manufacturing Problems’ 


By Leonard F. CRAMER 
Vice President, Allen B. Du Mont Laboratories, Inc. 


N MY more than thirteen years in the television 

industry I have had the rare pleasure of watch- 
ing television take root and grow, in apparently un- 
fertile soil, to the promising young plant it is today. 
Many who were prone to scoff at first, now view with 
increasing admiration or alarm. 

Ten years ago next month, the World’s Fair was 
opened and televised. That was a relatively feeble 
beginning and everyone stood ready and willing to 
criticize. There were among them, however, a few 
hardy pioneers who had much to lose by the growth 
of television. But they had the vision to realize its 
potentiality and the courage deliberately to jeopard- 
ize their then healthy industries to bring a new and 
greater service to the American public. 

Since then, we have gone through a war. The 
television industry worked hard in the interest of the 
nation and awaited the day of peace when it could 
again resume its prewar activities. However, the as- 
tounding developments in this electronic war pro- 
vided an impetus to the television industry, which I 
believe would not have been achieved in ten years of 
peacetime development. 


WAITING TO BUY 


In 1946, a hungry public was willing to pay any 
price for a postwar television receiver. But the 
business of tooling up and getting into peacetime 
production was like learning all over again; much 
technical knowledge was available but no manu- 
facturable designs. The industry had to relearn how 
to design to a price rather than to an Army-Navy 
specification, how to purchase to a price and how to 
get delivery without expensive expediting and priori- 
ties. The methods and philosophies developed in de- 
signing and manufacturing equipment for the services 
proved to be just as hard to forget as they were to 
learn. Almost without exception, every phase of the 
electronics industry which had expanded so enor- 
mously during the war turned to radio and television 
as the major outlet for its wartime-acquired facilities. 

In the mad scramble to get receivers on the mar- 
ket, many a sad example of engineering and product 
design reached the impatient dealers only to be 
snatched back by the manufacturer to correct an 


1A summary of an address delivered at a Round Table on “The 
Impact of Television” as part of the 303rd meeting of the National 
Industrial Conference Board, held at the Waldorf-Astoria in New 
York City on March 24, 1949. 


error, or to add an overlooked but necessary circuit. 
This struggle continued all through 1947. The grand 
total output of receivers in 1946 and 1947 was fewer 
than 190,000. This was not much like the wartime 
record of the industry. In 1948, however, approxi- 
mately one million receivers were produced and the 
industry achieved a going rate by December, 1948, 
of approximately two million receivers annually. 

In this first real television production year, the in- 
dustry began to roll up its sleeves and get ready for 
the fray. By the end of the year the flavor of real com- 
petitive manufacturing and selling was reminiscent 
of prewar radio business. The year we are now in 
promises to be one in which competitive manufac- 
turing and selling will establish the leading companies 
of the television industry for many years to come. 


THE CRITICAL EYE 


The public demands not just a low-priced receiver, 
but a better receiver with a larger screen at a lower 
price. Before the war, midget radios were produced 
and sold in huge quantities for less than $10 retail. 
But many of these radios were designed with little re- 
gard for tone quality and somewhat less regard for 
product quality. The ear is generally much less 
critical than the eye, and the amount of distortion 
the ear will tolerate in tonal quality the eye could not 
bear in picture quality. Consequently, if our tele- 
vision receivers are to sell, they must provide ade- 
quate picture quality under a variety of conditions of 
reception in the field. Basically, a television receiver 
is approximately five times as complex as the ordinary 
good-quality radio set and requires a comparable in- 
crease in skill to properly design and test. 

Herein lies the chief television receiver production 
problem. In an effort to beat the price down, many 
manufacturers have resorted to the radio practice 
of eliminating apparently unnecessary components 
or to operate tubes and other components too close 
to the upper specified operating limits. This type of 
competitive manufacturing succeeded in radio. But 
it will fail miserably in television because service com- 
plaints generally go up in proportion to the differ- 
ence in cost of a radio set and a television set. 


EXPENSIVE CHEAPNESS 


In addition to the field service difficulties which a 
manufacturer will encounter who resorts to the “skin 
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it down” method of economical production, there will 
be the test department “jam-up” and the establish- 
ment of a re-work department. Receivers designed 
without adequate regard to de-rating of components 
and additive tolerances have a strange and mysteri- 
ous characteristic of performing very well in the model 
stage and extraordinarily poorly when they are in 
production. In television, this adds up to just one 
thing: a manufacturer’s production department is 
only as efficient as its engineering department is com- 
petent and painstaking in testing a design before 
releasing it to production. It is a sad sight to see a 
manufacturing plant literally clogged with rejects 
which will not meet performance standards accept- 
able even to an uninformed purchaser. Needless to 
say, the effect on employee morale and the cost of 
individually correcting each rejected set soon more 
than consumes the savings realized in fewer and 
inferior or erroneously specified components, to say 
nothing of the harm done to the manufacturer’s 
reputation. 

Basically, the methods of radio assembly are ap- 
plicable to television manufacturing, but testing and 
trouble shooting are more complex and require a 
much higher order of skill. Production space require- 
ments, including stores, are proportionately greater 
in television than in radio because of the difference in 
the size of the receiver and the greater number of 
parts used. 

Efficient planning, purchasing, production control, 
inventory control and, last but not least, quality con- 
trol from the receipt of materials to consumer accept- 
ance tests on the finished products are prerequisites 
to a successful operation. 


RIGID TESTS FOR DESIGN 


Even with all of the finest manufacturing facilities 
and personnel, no great efficiency can be achieved 
without a design properly conceived and crystallized. 


This design must have performance, eye appeal and a 
price that is pleasing to the sales department. 

To please the engineering department, it must have 
beauty that is more than skin deep, adequate safety 
factor and excellence of technical performance. 

To please product design, it must lay out well for 
economical manufacturing, utilize standard sizes of sheet 
metal, brackets and, screws, and be housed in an eco- 
nomical cabinet. 

To please the purchasing department, it must utilize 
standard components readily obtainable from several 
sources of supply and as many alternates as possible 
must be specified. 

The manufacturing department will be pleased if prod- 
uct design has done its job well so that it can be manually 
handled without difficulty and go through test in a routine 
manner. 

Quality control will be satisfied only if a standard is 
established in the form of adequate specifications on each 


part as well as the completed receiver, so that it may 
make its inspections to these specifications. 


When a design has passed this group of censors it is 
ready for a pilot run and field testing. 


WHERE CHANGE IS THE RULE 


Now comes the most important part of the manu- 
facturing operation. With the production lines set up 
ready to go, a need for a change in design becomes 
evident from field reports or from some new feature 
incorporated in a competitor’s latest model. This calls 
for flexibility in operation permitting the absorption 
of necessary changes with a minimum of lost motion. 
Television is a young, fast-moving industry and this 
first change is only the beginning of a series which 
may exceed a thousand by the end of the year. 

This flexibility is not a material thing except to 
the extent that purchase commitments are kept on 
as short a cycle as practicable. 

It is a matter of morale in every department— 
which must know why every change is made and be 
glad to make it. It has been our company’s policy to 
take our licking as soon as possible and get it over 
with. It really hurts less in the long run. Sometimes 
it is necessary to discard parts at considerable cost 
to make a required change, but it is better to do this 
than to end up with a large finished stock of un- 
desirable goods. 


CHEAPER BUT BETTER 


I do not wish to create the impression that it is 
impossible to build a good television receiver to sell 
at a low price. However, much new and original 
development must be done by the designer of re- 
ceiver components and vacuum tubes and by circuit 
design engineers. I predict that the next five years 
will see great advances in this direction. With these 
technical advances, receivers will out-perform the 
best we have today and will cost less. This gradual 
progress will make television receivers a household 
necessity in thirty-nine million American homes. 

Recently, the newspapers have been carrying 
stories, statements and advertisements which purport 
to warn the public that present television receivers 
may become obsolete with the imminent allocation 
of additional frequencies in the UHF. Undeniably, 
these statements have had some effect on the sale of 
television receivers. It is my belief that this obsoles- 
cence scare is unwarranted, and if it is not refuted at 
once by leaders of the industry it could conceivably 
cause brief but relatively serious economic repercus- 
sions in the entire radio and television industry. 

Many people think of something which is no longer 
usable in connection with the word obsolete, but 
Webster says: “Of a type or fashion no longer cur- 
rent; out of date; as an obsolete machine.” Has any- 

1Ultra high frequency. 
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body got an old obsolete 1948 Cadillac he is going to 
throw away? Let me know! 

We in the television industry expect to build a 
strong, healthy business on that kind of obsolescence. 
But none of us hopes to prosper by selling a product 
which will not return its full purchase price in enter- 
tainment. There will always be something new and 
better which the American family will buy long be- 
fore the one it is now using is ready for the scrap pile. 


THOSE NEW CHANNELS 


What will happen when additional channels are 
allocated to television service in the UHF? 

First, there may be as many as seventy new chan- 
nels, but it is not known to what cities they will be 
allocated. Consequently, the industry does not know 
what to provide for in a receiver designed to receive 
all possible TV channels. The industry can and will 
make receivers of a design capable of receiving these 
new channels when the definite requirements are made 
known. 

Second, converters which will enable present-day 
television sets to receive the new UHF will be made 
available by many manufacturers. These converters, 
however, will not be necessary to receive the present 
twelve channels, the abandonment of which is being 
given no consideration. 

Third, when can we expect these new UHF tele- 
vision channels to be on the air, rendering commer- 
cially acceptable broadcast service? In answer to this 
question, the General Electric Company recently 
wrote its dealers: 


“No commercial transmitters for UHF television exist 
today. Laboratory units with less than one kilowatt 
power are still in the experimental area of development. 
Tests in Washington indicated propagation problems for 
which conclusive answers have not yet been provided. 
Experiments and tests left no doubt that transmitter 
tubes capable of as much as a hundred times greater 
power than now available would be required to provide 
service equivalent to that now provided by present 
VHF equipment. Such tubes do not exist and it is the 
general technical opinion that tubes capable of rendering 
even limited commercial service may not be anticipated 
until 1950. 


“Jt would be decidedly optimistic to anticipate that 
any commercial UHF transmitters could possibly be on 
the air within a year. Any which might start broad- 
casting would, of necessity, be low power covering a 
limited service area. Any prediction of commercially 
acceptable broadcast service within two years is highly 
improbable. It took two years to perfect suitable FM 
transmitters. In that instance, the required power tubes 
were available and the engineers knew what had to be 
done and how to do it. This favorable circumstance is 
not true of UHF television transmitters in their present 
status.” 


Obviously, until these many problems are solved 
and basic factors determined, no manufacturer can 
build a receiver that could be offered to the public 
with the necessary assurance that it would fully meet 
the standards and perform satisfactorily two years 
from now. 


NOTHING CAN STOP IT! 


The television industry must continue to grow and 
mature. It cannot hibernate or remain suspended in 
midair until every new development is perfected. Let’s 
tell the public that improvements are on the way and 
will always be on the way. Give them all of the facts, 
but do not scare them. 

We have seen the rapid growth of the television in- 
dustry since the war. In the markets where a choice 
of good programs have been available, television’s 
popularity has had an astonishing effect on many es- 
tablished forms of entertainment. The people have 
had a good taste of that long promised postwar 
miracle. They like it and what the people like they 
buy. Nothing can stop television now. 


The Basis of World Conflict 


“At present, while the aggregate world population is in- 
creasing about 20 millions, or 0.9%, per year, different seg- 
ments of this population are growing at quite different rates. 
During the ensuing half century the uncoiled (or stationary) 
peoples who comprise about one fifth of the world total (and 
who control over half the world’s wealth and receive about 
three fifths of the world’s income) will grow very little. 
The uncoiling (or proto-stationary) peoples who comprise 
a second fifth (and who are about one third as well-to-do 
as the stationary peoples) will probably increase by some 
60% above their 1940 level. The expanding peoples, who 
form three fifths of the world total (but are only about one 
seventh as well-to-do as the stationary peoples) may in- 
crease as much as 80% beyond their 1940 aggregate. 
Whether these growth rates are realized depends upon the 
degree of civil order obtaining, upon the amount of success 
attending efforts to augment food resources, and upon the 
extent to which access to space is permitted or denied the 
growing peoples by those who are stationary.” 


[Stationary: United States, the United Kingdom, France, 
Scandinavia and Finland; Netherlands, Germany, Austria, 
Belgium, Switzerland, Italy, Canada, Australia, New Zea- 
land, and the former Baltic states (Etonia, Lavia, Lithu- 
ania) ; 

Proto-stationary: Spain, Portugal, Greece, Yugoslavia, 
Bulgaria, Rumania, Poland, South Africa (white), Japan, 
the Soviet Union, and possibly also French North Africa, 
Brazil, Argentina, and Uruglay. 


Expanding: the remaining countries.]—Joseph J. Spen- 
gler, “The World’s Hunger—Malthous, 1948;” Food. Pro- 
ceedings of the Academy of Political Science, January, 1949. 
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Case Studies in Readjustment: No. 3. 


Frozen Foods in the Postwar Market 


DJUSTMENT to postwar market conditions is 

now practically universal. But while some indus- 

tries are just entering a competitive or buyers’ mar- 

ket with all its implications, others found it necessary 

to make the adjustment earlier and may now stand 

on firmer footing. The frozen food industry is in the 
latter group. 

Typical of almost all industry, the problems in 
frozen foods arose from abnormal wartime conditions. 
The armed forces set-asides of frozen foods were pro- 
portionately smaller than those of canned foods. Be- 
sides, storage space in freezers was inadequate. Con- 
sequently, frozen foods were freed from rationing long 
before canned foods. 

With consumer income high and food supplies and 
ration points short of demand, frozen foods made 
tremendous strides forward in the war years. Just 
prior to the war, per capita frozen fruit and vegetable 
consumption was only 1.2 pounds a year, and other 
frozen food consumption was measured in ounces. In 
1948, we ate approximately six pounds of frozen fruit 
and vegetables and 1.8 pounds of other frozen foods 
per head. 

A recent survey by Yale Nutrition Laboratory re- 
veals that Americans buy two times more frozen than 
fresh peas. Another example of wartime growth can 
be cited at the retail level. Only about 30,000 retail 
grocers were equipped to carry frozen food products 
prior to the war. That number has now more than 
doubled. 


WARTIME ABNORMALTIES 


This situation naturally tended to attract into 
the industry persons with little or no previous experi- 
ence. Sure selling resulted in relatively low-quality 
merchandise and even foods which were not suitable 
for freezing. Foods were frozen which could be bought 
more advantageously in canned or fresh form. Fail- 
ure to recognize that such conditions could not con- 
tinue was the downfall of many frozen food pro- 
cessors. 

The problem became evident in 1946. Carry-overs 
on June 1 of that year amounted to more than double 
the previous five-year average. In 1946, carry-overs 
at the beginning of the pack season totaled 278 mil- 
lion pounds of frozen fruit and 145 million pounds of 
frozen vegetables. In 1941-1945, there were 114 mil- 
lion and 65 million pounds, respectively. 


1For earlier case studies, see January, 1949, issue for cosmetics and 
December, 1948, issue for glass containers. 


The dangerous aspects of this situation were un- 
fortunately ignored and the 1946 pack was expanded. 
The fruit pack was increased 22% to 523 million 
pounds and vegetables 46% to 450 million pounds. 
This proved to be far more than necessary for normal 
peacetime consumption as frozen foods resumed their 
relative position in the food industry. 

Frozen foods are essentially a very young branch 
of the food industry. Commercial distribution of any 
significance only started some twenty-five years ago. 
Compared with approximately 6 pounds of frozen 
fruit and vegetables consumed per capita last year, 
consumption of canned fruit and vegetables was 74 
pounds and fresh fruit and vegetables 387 pounds per 
person. 

But overproduction was only half the problem. 
Inventories of packers and distributors were of in- 
ferior quality and, when in competition with canned 
and fresh produce, could not be moved. Consumers 
who had had to content themselves with poor-grade 
frozen food during the shortage returned to their pre- 
war choices. Some in the industry contend that 
wide sampling of inferior quality during the easy 
selling period actually hindered the development and 
acceptance of frozen foods, and that the war experi- 
ence was therefore more detrimental than helpful. 


PROBLEMS IN ADJUSTMENT 


Readjustment in the spring and summer of 1947 
consisted of heavy inventory liquidation at distress 
prices. Production was drastically curtailed and 
quality returned to prewar standards. The 1947 
pack was cut 29% to 347 million pounds of fruit and 
345 million pounds of vegetables. (See Table 1.) Ad- 
vertising and other promotional activity was in- 
creased. Consequently carry-over packs on June 1, 
1948, of fruit and vegetables were reduced 24% and 
31%, respectively, from a year earlier. 

Thus after two difficult years, adjustment is on 
the whole complete. 

The high price of strawberries, however, still re- 
mains a wartime hangover. Current retail prices, 
which are meeting with considerable consumer re- 
sistance, are the direct result of high prices paid to 
growers during the war. At that time, strawberry 
growers received 29 cents a pound (compared with 
5 cents prewar) and they retailed for 69 cents. But 
while processors paid as much as 20 cents a pound 
for the 1948 pack, consumers are reluctant to pay 
49 cents. 
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Some adjustment was made when prices were re- 
duced from 59 cents at the beginning of the season to 
49 cents. But stocks are still not moving. On March 
1, stocks of strawberries totaled 67,770,000 pounds, 
compared with 31,626,000 pounds a year ago. (See 
Table 2.) Contracts with growers are now being 
negotiated, and it is expected that prices will come 
down considerably. 

A survey on consumer acceptance of the industry’s 
products covering more than 2,400 housewives? re- 
veals that 30% of the nonbuyers think prices are too 
high, relative to other foods. 


NO INDUSTRY PROMOTION 


The problem in part is not overproduction or high 
prices but underselling. There is as yet no concerted 
industry movement to sell frozen foods. Brand ad- 
vertising is being pushed to the fullest, through news- 
paper, radio and other popular media. But an over- 
all educational and promotional campaign on con- 
sumer acceptance of the product is generally looked 
upon with little interest by better established firms. 
Table 1: Frozen Fruit and Vegetable Pack, 

1942-1948! 
Source: National Association of Frozen Food Packers 
Thousands of Pounds 


‘coal Sesgeease loo eae bcd 
OO es 194,645 152.512 347,157 
ae 187,267 | 207,872 395,139 
TR cnc 323,886 237,092 560,978 
ie... 430,177 | 307,977 738,154 
ae 523,281 450,000 973,281 
2 347,251 345,307 | 692,558 
Dee... .-... 375,000 370,000 745,000 


1No data available prior to 1942. 

In rhe fruit and vegetables represented approximately 66% of the total frozen 
iene 

P: 


One industry executive contends that until house- 
cleaning is absolutely complete and standards uni- 
formly high, his organization will not support indus- 
try-wide advertising. Another official objects to an 
over-all program on the grounds that new processors 
tend to come in “under the same umbrella.” 

A further complication arises because 40% of frozen 
fruit and vegetable packers also engage in canning 
operations. Whether to push one item at the expense 
of the other becomes a problem. 

The total advertising bill is expected to reach about 
$5 million this year, compared with $1.5 million in 
1941. In addition to brand advertising, greater em- 

1To the question, “Do you buy commercially frozen foods ?,” 76% 
answered “‘yes.” Distribution of buyers on the basis of income is as 
follows: Under $2,000, 51%; $2,000-$2,999, 67%; $3,000-—$4,999, 
81%; $5,000-$7,499, 88%; $7,500 and over, 90%. More than 30% 
serve them two to four times a week and 25% once a week. Survey 
by the Research Department of the Crowell-Collier Publishing 


pany. About 2,400 personal interviews were made in 34 cities 
and towns of various sizes. All income groups were represented. 


phasis is being placed on improved packaging and 
display arrangements with maximum eye appeal. 

Some wholesalers have developed merchandising 
services for retail outlets, advising and educating 
merchants on frozen food cabinets and products. The 
service may also include trained sales personnel to 
acquaint customers with the advantages of the frozen 
product. 


STORAGE FACILITIES GROWING 


Sales growth is partly limited by the industry’s 
storage and distribution capacity both at retail and 
wholesale levels. Almost 80% of the total number 
of retail outlets do not have proper facilities. But, 
according to William M. Walsh, President of National 
Wholesale Frozen Food Distributors’ Association, 
surveys in a number of cities show that the halfway 
mark has been passed in the number of retail gro- 
ceries now equipped with cabinets. 

Financing new store units is the major problem. 
One manufacturer has worked out a new leasing plan 
whereby the manufacturer does the financing and 
works directly with the distributor giving him five 
to seven years to pay. Other plans of varying kinds 
will probably greatly increase the number of new 
cabinets. 

In a well-to-do suburban section of New York, more 
than three hundred different frozen food items are 
displayed regularly. Customers in this area are spend- 


Table 2: Stocks of Frozen Fruits and Vegetables 
Source: Department of Agriculture 
Thousands of Pounds 


March 1, 


March 1, |February1,} March 1,} 5 Year 
Stocks 1949 1948 Average, 
1944-48 


Frozen Fruits 
Apples $35 2 Ape alasiao es 19,231 19,730 | 34,198 
7,321 8,346 | 16,362 Are ss 
6,961 8,667 | 15,500 | 11,714 
7,248 7,701 | 10,183 ae 
40,083 | 46,252 | 39,392 | 29,293 
9,793 | 11,325 | 17,688 se 
17,726 | 19,606 | 37,605 
4,054 4,749 8,763 


asphexties:: deren shee oly 20,047 | 22,556 | 20,224 | 14,389 
Strawberries.............+.-- 67,770 | 76,495 | 31,626 | 22,039 
Young, logan, boysen, ete....| 10,275 | 11,317 | 12,274 8,331 
Fruit juices and purees...... 42,415 | 34,872 | 27,470 hy 
All’other fruits. «.< 4 sere. ae ou 48,577 | 46,079 | 45,534 | 207,760 
Total...............-.-.-| 301,861 | 317,695 | 316,819 | 293,526 
Frozen VEGETABLES 
Asparagus) eugatitss i. oe 5,946 6,949 7,930 7,237 
Beans; mas)... spanivia. oe 42,886 | 48,227 | 27,413 | 14,569 
SCRNS. SHAD ocielci atari is 16,924 | 20,179 | 13,029 | 138,892 
TOCCOM Ss ce k cedae rade so le whe 8,161 9,339 7,213 8,836 
Brussels sprouts..........-- 4,774 4,981 6,083 eis 
Cauhtlowetcu.sucs seer Sess © 6,860 7,867 5,474 Dialers 
Gornssweebliats «asc oases 18,387 | 21,542 | 25,600 | 20,118 
Peas, green...............+-]| 72,909 | 84,994 | 84,474 | 53,846 
Pumpkin and squash........] 4,692 5,361 6,547] .... 
DPA es tones vu neciaer 7,499 9,418 | 11,603 | 14,288 
All other vegetables. ........ 40,515 | 48,190 | 31,8083 | 58,724 
"Totaly. Paes. He Ssk.. Bs 229,553 | 262,047 | 226,619 | 191,460 
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ing annually about $300 per family on frozen foods. 
Vegetables represent 14%, fruits and fruit juices 11%, 
meats 19%, poultry 12%, fish 5%, prepared foods 
9%, baked goods 7% and ice cream 18%. 

Hand-to-mouth buying on the part of the consumer 
reduces total sales. Sales of home storage units have 
been substantially greater in the last three years than 
the sale of electric refrigerators in the comparable 
period of development. It is expected, according to 
Mr. Walsh, that in 1949 the cubic-foot capacity of 
boxes three years old or less will exceed the entire 
annual retail pack of frozen fruit and vegetables. 

In addition, commercial refrigerated locker plant 
facilities have experienced tremendous expansion dur- 
ing the war years. Farmers and sportsmen rent them 
to store their produce for later consumption. Three 
out of every four locker patrons are farmers. Many 
plants process food for storage and sell frozen food 
in addition to providing storage space. City dwellers 
who buy in large quantities or who produce their own 
vegetables also make use of the facilities. Since the 
war, however, interest among city patrons has de- 
cidedly diminished. Adequate food supplies make 
storage unnecessary. 

In July, 1948, there were 10,617 locker plants in 
operation as compared with 1,269 ten years earlier. 
(Table 3.) According to a report by the Federal Re- 
serve Bank of Cleveland in October last year, “at 
many plants all locker space is rented and the wait- 
ing lists are fairly long.” Operators hesitate to ex- 
pand, however, because of the high costs and be- 
cause the prospect is that more locker patrons will 
install home units. 


THE OUTLOOK BRIGHT 

Production in 1949 is expected to top the 1948 
record output of 1,125 million pounds of all frozen 
foods packed last year (745 million pounds of fruit 
and vegetables) and in some categories supply may 
fall short of demand. The industry expects that well 
over 500,000 home freezers will be added this year to 
the 1,000,000 already in use. 

One of the largest national chains with more than 
2,100 retail outlets undertook the sale of frozen foods 
last year on an experimental basis in certain key 
locations. Their annua] report for 1948 released 
in March, 1949, says: “Frozen fruits and vegetables 
have now become sufficiently popular in certain areas 
to require that they be carried in stock by all food 
stores which desire to provide adequate service for 
their companies. . . . It appears that the results will 
justify the installation of equipment in a substantial 
number of stores.” 

More food chains are taking on frozen foods which 
presages a healthy outlook for the industry. Other 
favorable factors include the entry of well-known 
brands and the introduction of new items such as 


Table 3: Frozen Food Locker Plants 


Source: Department of Agriculture 


Total Yearly 
As of July 1 I 


Plants ase 

LS6or cy Teen 

1,861 592 

2,870 1,009 

3,623 753 

4,323 700 

4,559 236 

ORE es Vaiss. sleet lets oot ss ORE ore tl olars 5,282 723 
1948 PARI ges eo bop eae 3 6,464 1,182 
LOS dcrags conan ibe «tal eget es a ebaried Ace 8,025 1,561 
LOST. wos eaten Sane a ea hte wes ates a 9,529 1,504 
L948 in Sas ee Sie s Seg ee eee 10,617 1,088 


orange juice concentrates which have been favorably 
received. 

Thus, unlike many other industries after a similar 
process of readjustment, frozen foods need not de- 
cline from high wartime levels to a lower peacetime 
plateau. The industry looks forward to bigger and 
better years. 

Rost Namicu# 
Division of Business Economics 


Business Book Shelf 


Federal Reserve Policy and the Federal Debt—Some 
doubts on the need for the continuation of Federal Reserve 
support of government obligations. By Lester V. Chandler, 
The American Economic Review, March, 1949. 


Guideposts in Time of Change—Reflections on the con- 
flict between East and West, on maintaining high level 
demand, on the structure and behavior of prices, costs and 
Wages. By J. M. Clark, Harper Brothers, New York, 1949. 
Price $3.00. 


Inventory of Major Land Uses, United States—What the 
land in the United States is used for. Miscellaneous pub- 
lication No. 668, Bureau of Agricultural Economics, United 
States Department of Agriculture. 


Raw Materials from the Sea—An account of the mineral 
resources which have been obtained from the area which 
covers approximately three quarters of the earth’s surface. 
By E. Frankland Armstrong and L. Mackenzie Miall, Chemi- 
cal Publishing Co., Inc., New York. Price $3.75. 


The Cooperage Handbook—A compilation of the available 
information on cooperage such as specifications, handling, 
storing, lining, ete. By Fred Putnam Hankerson, Chemical 
Publishing Co., Inc., New York. Price $3.75. 


Social Security in the United States—This timely pam- 
phlet is devoted chiefly to an analysis of the present status 
of social security programs. Prepared by Mary Ross, 
consultant, Social Security Administration, United States 
Government Printing Office, Washington, 1948, 72 pp. 
Price 20 cents. 


Tin: Great Demand and Short Supply . . . for the 
Time Being—A history of production, prices and consump- 
tion since World War I. Quarterly Review, Rotterdamsche 
Bank, Number 1, 1949. 
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Social Insurance for Railroad Workers 


AILROAD workers have the most comprehen- 
sive system of social insurance in the United 
States. Two federal laws offer to them and their 
families some measure of protection in case of loss 
of earnings from old age, disability, unemployment, 
sickness, or death. 
Both the workers and their employers pay heav- 
ily for this distinction. Taxes represent 12.5% of cov- 
ered pay roll—6% contributed by the employees, 
6.5% by the employers. Since President Truman has 
recommended to. Congress that such protection be 
extended to all classes of workers, a review of the pro- 
visions of these laws and experience under them is 
timely. 


Chart 1: Disposition of Income, Railroad Social 
Insurance Programs, Cumulative through 
December 31, 1948 
Source: Railroad Retirement Board 
Dollar Figures in Millions 


RETIREMENT AND DEATH 
TOTAL, $3,506 = 100% 


UNEMPLOYMENT AND SICKNESS 
TOTAL, $1,191 = 100% 


3.1% — SS OTHER * 


REIMBURSEMENTS TO STATES AND 
STATE TAX REFUNOS 


Railroad employers and their workers share equally 
in the taxes which make possible the payment of re- 
tirement and survivor benefits. The employers alone 
pay for unemployment and sickness insurance. 

Distribution of total receipts for railroad social 
insurance from the beginning of the program through 
December 31, 1948, is shown in Chart 1. Benefits for 
retirement or death of the wage earner aggregate $1.7 
billion over the dozen-year period for which they have 
been paid, while administrative expenditures come to 
$39 million. The remainder, $1.8 billion, makes up 
the reserve out of which future costs of the program 
will be met. Unemployment benefits, payable since 
July, 1939, total $154 million, and sickness benefits, 
payable since July, 1947, $42 million. Costs of ad- 
ministering these programs, reimbursements to states 


and state tax refunds account for another $42 mil- 
lion in expenditures, leaving the balance in the re- 
serve at $953 million for future unemployment and 
sickness benefits and administration. 

The railroad retirement tax rate effective on Jan- 
uary 1, 1949, is 12%, divided equally between em- 
ployees and employers. It applies to the first $300 
of monthly compensation. This rate will remain in 
effect through 1951 when a final increase is sched- 
uled to bring the combined rate thereafter to 12.5% 
of taxable wages. 

The Railroad Retirement Tax Act set the initial 
combined rate in 1937 at 5.5% and the ultimate rate 
which was to be reached in 1949 at 7.5%. The con- 
siderably steeper taxes legislated in 1946 were owing 
to two factors—actuarial demonstration that higher 
rates would be necessary if the fund was to be 
maintained indefinitely without government subsidy 
and the addition in that year of survivor benefits. 

Tax rates for the railroad retirement system are 
some indication of the magnitude of pay-roll taxes re- 
quired if we were to extend our present old-age and 
survivors’ insurance program to include disability in- 
surance and were to make the system perpetually self- 
supporting. At present, the tax rate for OASI is 1% 
each for employers and employees, and is scheduled 
to rise ultimately to a combined rate of 4% in 1952. 
However, we are not operating our social security 
program on a level-cost reserve basis. If we hold the 
ultimate rate at 4%, even without disturbing the 
benefit structure, we will eventually require a gov- 


Benefits Paid under Railroad Social 
Insurance Programs 


Source: Railroad Retirement Board 


Chart 2: 


Millions of Dollars 
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ernment contribution to meet future obligations.? 

The employer contribution rate for unemployment 
and sickness insurance is now .5% of each employee’s 
earnings up to $300 a month. The original rate estab- 
lished by the Railroad Unemployment Insurance 
Act was 3% but the 1948 amendments substituted a 
sliding scale. The rate during the current calendar 
year is determined by the balance in the railroad 
unemployment insurance account on September 30 of 
the preceding year as follows: 


Balance on September 30 Rate for Following Year 
Millions of Dollars Per Cent of Taxable Wages 
£50; Grimoreaiine eel aaa ee 5 
400-40 45 Greeiariy it oceans ee 1 
850) ton400). Se cesacete cht tin Meee 1.5 
S00 86,2050 ue.cacratorate cr <ueons oaeaiems Q 
250 toss00 eae cee tree ees 2.5 
Less than "25050 fhe ee ote 3 


Since the balance on September 30, 1947, was al- 
most $900 million, the rate for 1948 was 5%. It re- 
mains at .5% for 1949 as the balance on September 
30, 1948, was $956 million. 


RETIREMENT AND SURVIVORSHIP 


The movement for national legislation to create a 
railroad retirement plan antedated the development 
of other national social security legislation. An act 
for this purpose, adopted in 1934, was declared un- 
constitutional, however, on May 6, 1935. The pres- 
ent system rests on an act which followed the pas- 
sage of the Social Security Act by a few days.2 There 
were substantial amendments to the Railroad Retire- 
ment Act in 1937, in 1946 and in 1948 which added 
survivor payments, raised the tax rates, coordinated 
the system with federal old-age and survivors’ in- 
surance, and increased the amount of benefits. 

By the end of 1947, about 7.5 million living men 
and women, both in and outside the railroad indus- 
try, held rights to benefits under the railroad retire- 
ment system at some future date. They may have 
worked in railroad jobs for only a few months or for 
every month in the eleven-year period. Neverthe- 
less, each earned permanent rights to a retirement 
annuity and simultaneously built up credits toward 
possible survivor benefits. 

On December 31, 1948, there were 339,167 monthly 
retirement and survivor beneficiaries on the rolls be- 
ing paid an aggregate monthly amount of $22.7 mil- 
lion. The average monthly benefit ranged from $15.93 
for parents’ annuities to $84.29 for old-age retirement 
annuities. (See Table 1.) 


1For a discussion of costs of proposed changes in our old-age and 
survivors insurance system, see p. 136. 

*Separate railroad retirement legislation developed out of special 
conditions on the railroads. It was passed at a time when the private 
pension plans in effect on railroads employing 82% of the workers 
were menaced by the depression. To prevent railway labor unrest 
and to protect transportation, a mandatory system was introduced. 


A railroad employee who has stopped working may 
draw a lifetime retirement annuity at age sixty-five 
regardless of how much service he has. He may also 
receive an annuity (1) if he becomes permanently 
disabled for all regular work and has had ten years 
of service or is sixty years old, or (2) if he becomes 
permanently disabled for work in his regular occu- 
pation and has had twenty years of service or is sixty 
years old, provided he is currently connected with the 
railroad industry. He may retire at age sixty on a 
reduced annuity, without being disabled if he has 
thirty years of railroad service. There is no reduction, 
however, for women employees. 


Table 1: Number of Beneficiaries and Average 
Amount of Benefits under the Railroad 
Retirement System, December, 1948 
Source: Railroad Retirement Board 


Number Average 
of Amount of 
Beneficiaries Benefit 


Type of Benefit 


Monthly benefits in current-payment status 


Retirement annuities for age............ 155,584 $84.29 
Retirement annuities for disability.......| 59,730 82.73 
Pensi0nss..c sca ete one eee ae ee 10,739 71.09 
Aged widows’ annuities.................]| 58,905 29.26 
Widowed mothers’ annuities.............| 11,986 26.87 
Children’s annuities)... 22). ...0065 = oi 1: 36,994 16.61 
Parents’ annuities. . bg gee MU bd Ae 879 15.93 
Survivor (option) annuities. . Mee se 4,350 39.86 
Lump-sum death benefits Etarded, 
Insurance benefits. . , : = spe 1,819 299.31 
Residual payments... PN Ad hua: tee? 909 376 .36 


Retirement annuities are paid monthly and are 
equal to 2.4% of the first $50 of the worker’s average 
monthly earnings, 1.8% of the next $100, and 1.2% 
of the next $150, the sum multiplied by the number 
of his years of service (up to a maximum of thirty, 
if service before 1937 is included) . 

The average being paid at present is $84 a month, 
and the maximum is $144. A minimum annuity is 
guaranteed to workers with at least five years of serv- 
ice and a current connection with the railroad in- 
dustry. It is equivalent to $60 or $3.60 multiplied by 
the years of service, or the actual averaged monthly 
compensation, whichever is least. 

Monthly and lump-sum benefits are payable to the 
survivors of an employee who had an insured status 
at death. A widow’s annuity is three fourths of the 
employee’s basic amount;! child’s and parent’s, one 
half. Where no survivor is entitled to receive an an- 
nuity immediately upon death, a lump-sum benefit 
of eight times the employee’s basic amount is pay- 
able. 

Wages earned in employment covered by old-age 
and survivors’ insurance are counted toward sur- 
vivor benefits under the Railroad Retirement Act. 
Likewise, to determine Social Security benefits which 


1The amount which the deceased employee was receiving or would 
have received as a retirement annuity. 
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begin to accrue after 1946, railroad service is credit- 
able as employment under the Social Security Act. 
The importance of this integration of the two pro- 
grams is evident from the fact that well over half of 
the 7.5 million persons who have come under the 
coverage of the Railroad Retirement Act since 1936 
have also been covered under the Social Security Act. 

A “residual payment” guarantees that each rail- 
road worker and his survivors will receive benefits at 
least equal to the retirement taxes he has paid, in- 
cluding taxes paid on his behalf by the Federal Gov- 
ernment to cover periods of creditable military serv- 
ice, plus an allowance for interest. It is the amount 
by which 4% of the employee’s creditable compensa- 
tion in the period 1937-1946 and 7% thereafter ex- 
ceeds the total amount paid to the employee in rail- 
road retirement benefits and to his survivors in sur- 
vivor benefits under the Railroad Retirement Act or 
Social Security Act. 


UNEMPLOYMENT AND SICKNESS INSURANCE 


Unemployment insurance for railroad workers came 
into effect on July 1, 1939. As under Federal-state 
unemployment compensation for industrial workers, 
benefits are payable only to applicants who can show 
that they are “able to work.” Legislation in 1946 
added sickness and maternity benefits to the railroad 
social insurance program. Workers who are unem- 
ployed because they are temporarily unable to work 
thus also receive cash benefits today. These are the 
first government sickness benefit provisions applicable 
on a national scale. 


Table 2: Railroad Sickness Insurance, Selected Data, July 1, 1947, to 


December 31, 1948 
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Unemployment benefits are payable during a “bene- 
fit year” to railroad workers who earned at least $150 
in compensation from a covered employer in the 
“base year,” which is the calendar year preceding the 
beginning of the benefit year. A benefit year runs 
from July 1 to June 30. Benefits ranging from $1.75 
to $5.00 are payable for each day of unemployment 
over seven in the first fourteen-day registration period 
and for each day over four in subsequent registration 
periods up to a maximum of 130 days in one benefit 
year. In December, 1948, unemployment benefits 
totaling $2,654,500 were paid out to 53,400 unem- 
ployed beneficiaries. 

Sickness benefits are payable for any disabling in- 
jury or sickness if the employee does not receive wage 
payments during his absence from work and submits 
as evidence of his disablement a statement signed by 
a doctor. The sickness benefit program is completely 
separate from the unemployment benefit program 
although provisions dealing with registration periods, 
daily benefit rates and maximum duration are iden- 
tical for the two types of payments. Maternity bene- 
fits, also at the same daily rate as unemployment 
benefits, are payable for a maximum period of 116 
days beginning fifty-seven days before the date of 
childbirth. The first fourteen days of the maternity 
period and the first fourteen days after birth, however, 
are payable at one and one half times the daily rate. 

Statistics on the sickness insurance program since 
it commenced operation on July 1, 1947, are shown 
in Table 2. In the first year of operations $26.6 mil- 
lion was paid out to 150,400 employees, or 9.6% of 
the average number of 
workers employed in the 
railroad industry during 
the benefit year. The Rail- 


Source: Railroad Retirement Board : 
In Thousands road Retirement Board be- 
; lieves that the number of 
Numberlot |GeNumber Benefit Accounts Benefits Paid beneficiaries would have 
Month Applications| of Claims 3 
ived Received Opened | Exhausted! | Number Amount Sew aie had mre 
eee | ating yA | en DEE eat aa ie Se cael | Fes ees s 
RT 27.0 15.9| 9.4 a 1o.aviucesee Wine oso centanare OL the 
_ = eS aareaters 18.4 49.1 | 15.6 b 40.6 | 1,549.8 program and that addi- 
peer RSET SS PN < RET AE tee 17.6 63.5 Se ae tee seers tional benefits would have 
BODER nc Sete c eos ies So aes wee 17.8 72.3 : 2 2 661. : : 
rile, Ke wer ake. bes. 9% 15.3 65.9] 10.7 8 57.5 | 2,129.9 gone to those filing claims 
Hrece in en Mvp tts. fysriedl (uscd ts te 17.9 79.9 | 12.8 8 71.0 | 2,631.7 if they had been more fa- 
1948 seanary OLS oe eC ee Oe 20.2 82.5 er o< a 2,787.2 miliar with the require- 
LETTE sae, See eee 19.5 14.2 4 5 67. 2,427.6 ° 
ear ne eee 20.6 86.1] 15.8 2.7 78.6| 2913.7. ments. In the first six 
ATs sth). 3, SERRE. tata 16.6 75.0) 12.4 2.2 69.5 | 2,593.2 months of fiscal year 1949, 
BUI Fatih «i076 «is fulete Ane TH it BHhGo wns 14.3 65.5 10.4 2.1 58.8 | 2,161.6 ape td 
oon Sky Sap gis aay 29.5 70.0| 10.4 2.2 62.9 | 2’353.2 86,500 beneficiaries receiv 
ha iG eRe 36.9 66.6 | 21.8 1.3 57.2 | 1,852.0 ed total benefit payments 
A BE TeT Cee CEs ae TibiaiS es © os 17.4 82.7 25.0 4 76.6 2,610.1 of $15.6 million. This rep- 
POUILORADCES, «stele: cts ic Reade ier. 15.9 80.6 18.7 4 79.0 | 2,837.5 é 

A eA 14.8 73.7| 12.3 8 76.4 | 2,665.2 resents an increase over the 
aia lei eae ne een 15.4 84.6 | 12.1 3 79.4 | 2,763.6 corresponding period of 
oon iecacigal att [aattt| atte aod [uttalaes the previous year of 16% 

mber i c 211. ; Feb 
ee ees in number of beneficiaries 


Includes maternity accounts — at end of maternity period whether benefits were raid { for full ure or not. 


aNumber for July, 1947, was 1 


bNumber for August, ert was 18. 
Exceeds total number of beneficiaries 


since accounts may be opened for the same individual in more than 1 benefit year. 


and 37% in amount of 
benefits paid. 
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The annual total of all benefits paid under railroad 
social insurance since 1937 is shown in Chart 2. It 
was highest in fiscal year 1947-1948, the first full year 
of operations for every phase of the program. In that 


year $283.9 million was divided among 700,000 men, 
women, and children. 
Miriam Civic 
Division of Business Economics 


A Neighbor Reduces Taxes 


HILE the Congress in Washington debates an 
insistent Administration demand for higher 
taxes, the Canadian Government comes forth with a 
major reduction in taxes.1 Increased exemptions and 
decreased rates have lowered personal income taxes. 
Other changes include a partial elimination of the 
double taxation of dividends, tax relief for small cor- 
porations, and the repeal or reduction of many excises. 
The Canadian in a low-income class pays a some- 
what smaller tax than his American neighbor, as a re- 
sult of the income tax changes, while the American 
taxpayer fares better in the upper-income classes. 
Exemptions in Canada are raised to $1,000 for a 
single person and to $2,000 for married persons. The 
exemption for children eligible for the family allow- 
ance is increased to $150. For other dependents, the 
exemption is raised to $400. As a result, about 750,- 
000 persons are removed from the income-tax rolls. 
The 1949 reductions for a married taxpayer with 
two children are presented in the table which shows 
the actual income tax liability of a taxpayer with two 
family allowance children. To determine his net 
position, the amount of family allowance received for 
his children should be offset against his tax liability. 
The average family allowance payment is $72 a child. 
The schedule of graduated rates now range from 
15% on the first $1,000 (or any portion thereof) to 
80% on the taxable income exceeding $400,000. The 
50% rate is reached in the $25,000-$40,000 class. 
The exemption for investment income, which bears 
an extra tax of 4%, is increased from $1,800 to $2,400 
or to the total of the taxpayer’s personal exemptions, 
whichever is the greater. 


ABOLISH DOUBLE TAX 


Perhaps of more interest to the American taxpayer 
is the step taken toward the elimination of the double 
taxation of dividends. This change calls for a 10% 
credit against an individual’s personal income tax of 
the dividends received from common shares of Can- 
adian taxpaying corporations. The credit does not 
apply to dividends from shares that enjoy any special 
preference. 


1These reductions went into effect upon the presentation of the 
budget on March 22 although debate still continues on the budget 
in the House of Commons. e new income-tax provisions are re- 
troactive to January 1. 


Tax Reduction for Married Man, Two Children 
Source: Canadian Budget 


Income 1948 tax | 1949 tax i Doles. Pevenism 
SEO 3. whe cetera tan raeaiet as apn ee Snare 
1,BO0NE UHL ER $10 ne $10 100% 
@ S008. dnd eee 90 ee 90 100 
G AOC eer acai ac 110 $15 95 86 
2 BOOK a aie 5 Warne ar ote 180 30 100 17 
DT OOS aa ea dd ates A ie 180 68 112 62 
S000 acerca cereretess 230 105 125 54 
3,500 330 184 146 44 
Wy OOO crete sei ptietigts ay eration 430 269 161 87 
DANO Matsa seckeeuseegts. 2 630 453 177 28 
NeGOO SE BE aie carota te 1,208 964 244, 20 
10,000 Ac nlnryienarere 1,930 1,582 348 18 
20,000 6,040 5,375 665 il 
30,000 11,205 10,010 1,195 1l 
5603000 .92../9. 4. 22,933 21,099 1,834 8 
TE DOO sects Ae a rs: fates 38,848 36,484 2,364 6 
TOO 00G tna tach eRe 56,013 52,869 3,144 
200,000................-| 192,843 | 125,504 6,839 5 


Note: In calculating the above taxes it has been assumed that all incomes up to 
$30,000 are entirely earned incomes, and that incomes of more than $30,000 include 
earned income of that amount and additional investment income to make up the total. 
No account has been taken of the new 10% tax credit for dividends. 


The double taxation of corporate dividends is a 
major issue in the United States and the remarks of 
the Canadian Finance Minister in this connection are 
most pertinent: 


“Today we find governments [in Canada] as well 
as in most other countries taxing away at least a third 
of corporate profits. In addition, the personal income 
tax rates apply in full to what is distributed out of the 
remaining two thirds. The tax may be as high as 80% 
upon distributions to shareholders. It seems to me that 
under a system of private enterprise, which depends for 
its existence on a steady flow of venture capital, we 
cannot afford to neglect the implication of this defect 
in our tax system, which has been accentuated by the 
increase in both corporate and personal income tax 
rates. . . . It is not a question of the immediate profit 
position of Canadian business because I think it is clear 
that today we in Canada are prosperous as never before. 
Rather it is a matter of concern for the future under 
a system where we depend, and must depend, for full 
employment and the creation of new wealth on the 
willingness of our people to risk their money in con- 
structive enterprises.” 


CORPORATION TAX CHANGES 


The new tax rates on corporate profits result in a 
decrease for corporations showing a profit of less. 


April, 1949 


than $77,000 and an increase for corporations earn- 
ing a profit of more than $77,000. Before the changes, 
Canadian corporations were taxed at a flat rate of 
30%. This rate has been reduced to 10% on profits up 
to $10,000 and increased to 33% on profits exceeding 
$10,000. The new rates are of special benefit to small 
businesses. 

Other corporate changes include a lengthening of 
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the loss carry-forward period and a revision for de- 
preciation allowances. 

In addition to the personal and corporate income 
tax amendments, a number of excise taxes have been 
either repealed or reduced. In all, the tax reductions 
amount to $369 million. 

Brernarp Moss 
Division of Business Economics 


Earnings, Hours and Employment Trends 


VERAGE hourly earnings declined slightly be- 
tween January and February—the first down- 
ward adjustment in manufacturing industries in al- 
most three years. Preliminary reports by the Bureau 
of Labor Statistics show $1.377 as the latest average, 
0.3% below the January peak. There was no ac- 
companying change, however, in the length of the 

work week. 

HOURS STATIC 


Hours—at 39.4—remained the same as in January, 
with premium overtime payments equally static. This 
balance in working hours resulted from inverted pat- 
terns in the durable and nondurable goods groupings. 
The former, reflecting a sharp slack in the lumber 
and timber industry, showed a general decline of 
0.7%. Nondurable goods producers, in contrast, re- 
ported an extension of the work week amounting to 
8%. This was largely influenced by the increased ac- 
tivity that took place in leather and apparel factories 
to meet spring and Easter demands. 

In February, the employment level of production 
workers receded only slightly, in comparison with re- 


cent changes recorded by the Bureau of Labor Sta- 
tistics. The latest drop is 0.9%; in January, it 
amounted to 2.9%. According to preliminary com- 
pilations, plants producing nondurable goods were, 
in general, the least affected, whereas manufacturers 
of durable goods reported employment at a new low 
in February. After four consecutive monthly declines, 
the total number of durable goods workers was esti- 
mated at 6,419,000. This level has not been paralleled 
since the end of 1946. All industries in this division 
had fewer workers on their pay rolls, but the electrical 
and automobile industries showed the _ greatest 
change. Inventories in excess of current sales en- 
couraged a 5.1% reduction in the former while model 
change-overs and production cutbacks caused 2.6% 
additional separations in automobile plants in the 
month of February. Over the year, employment in 
the all-manufactring aggregate declined 3.9%, reflect- 
ing a similar chatige in both the durable and non- 
durable classifications. 


EvizasetH M. Case. 
Statistical Division 


EARNINGS, HOURS, EMPLOYMENT, PAY ROLLS, PRODUCTION WORKERS, MANUFACTURING INDUSTRIES 


Source: Bureau of Labor Statistics 


All Manufacturing Industries 


Nondurable Goods 


Date Indexes 
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Februaryp........ 1.377 54.25 39.4 T6823: 6 7h. 28% 1.458 58.03 39.8 1.290 50.31 39.0 
pPreliminary estimate, rRevised 


132 THE CONFERENCE BOARD 


April, 1949 


Nathan—Wolman on Wages in 1949' 


General Economic Outlook 


Robert R. Nathan 


I feel that the Administration will very strongly 
fight any further inflation, and equally vigorously 
if not more vigorously, any tendency toward signifi- 
cant deflation. This will be the “Full Employment” 
Administration and Congress. If there is any evi- 
dence or tendency for sizable unemployment to ap- 
pear or for production and sales to fall off precipi- 
tously we will find Congress moving quickly and ac- 
tively in reducing taxes and increasing expenditures, 
in taking measures to create an economic environ- 
ment in which the business community can hire the 
maximum number of employees available and sell 
the goods which they can produce. It is because of 
that legislative prospect, in my judgment, that the 


economic outlook appears to be a rather bright one. 
* * * 


First, if we were operating in a complete laissez- 
faire economy—in an economy in which government 
did not play any role, positively or negatively, on the 
economic front—my guess would be that 1949 might 
well be a rather bleak year. It is possible we might 
even go into a tailspin in 1949, were we living in the 
economic environment of 1929 where government’s 
role was passive and assumed no responsibility for 
the total volume of employment and business condi- 


tions generally. 
* * * 


Many markets are softening and we are moving to 
a buyers’ market from a sellers’ market. Many 
persons have a feeling that, if left to run its course 
naturally, business might turn down substantially: 
perhaps not a major depression such as 1929-1932, 
but still a period of very noticeable economic ad- 
justment. There isn’t much likelihood that this 
thesis will be tested fully. I don’t think we live in 
that environment any more: we no longer live in a 
total laissez-faire economy. 


Leo Wolman 


We have been in this war economy since 1940, 
roughly, and, in a good many ways, we are still in 
it. The really practical problem is whether we can 
perpetuate a war economy of this kind and, if we can, 
do we want to do it? 


* * * 


The issue about inflation is how do you get out of 
it. Do you get out of inflation without difficulty? 
I don’t think any country is going to get out of this 
condition without some difficulty, because it is an ex- 
traordinary condition. I don’t think inflations can 
be perpetuated for any period of time. The condi- 
tions of inflation are not stable, and if we count on 
their perpetuation, we are going to deceive ourselves. 

The real question then is what do we do about an 
extraordinary, unique situation of the kind which 
prevails today in the United States and elsewhere. 
That is our economic problem today. Are we going 
to get out of this easily? Are we going to continue 
it? Is it impossible to continue? Is it unwise to 
continue? If so, what ought we to do? 


* * * 


These are the possibilities. Now—and I’m not com- 
mitting myself to this, though I might if I were pushed 
—suppose this were over. It could very well be. Let’s 
give it the names “liquidation,” “deflation,” “reces- 
sion,” “depression”: we have great choices, nowadays, 
even in vocabulary. But suppose it slides off. Well, 
here again the government comes in: an omniscient 
government, surrounded by economists. 


* * 


Suppose a government does intervene and can’t 
turn the thing around. We have seen situations like 
that. Big as the government budget is, powerful as 
government intervention is, I’m not sure it can make 
the situation turn around if it is really sliding off. 


Factors Behind Wage Bargain 


Wages can be negotiated against two factors. One 
factor is prices—or, termed otherwise, the cost of 
living. I do not believe that prices are going to rise 
at all in 1949. I think they will probably soften even 
under a legislative program which tends to support 
the economy. This will probably be a year of gradu- 


I wouldn’t worry too much about this fourth round. 
I think mistakes are going to be made. But this may 
turn out to be a time when we have to do a simple 
thing. Ours is a competitive business society. As 
far as I’m concerned, we ought to continue to run it 
as such. I think it’s a better society than I have 


1Extracts from addresses by Robert R. Nathan and Leo Wolman at a special meeting of Tam Conrerence Boarp, Waldorf-Astoria Hotel, 
New York City, February 2, 1949. Mimeographed copies of these and other papers delivered on this occasion are available to Board 


Associates upon request. 
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Robert R. Nathan 


ally softening prices. Certainly, labor is not in any 
position now—and will probably not be in any po- 
sition in 1949—to push for wage increases on the 
grounds that a rising cost of living is currently cutting 
into its real income. That element or factor in labor 
negotiations will probably not prevail in 1949. 


* + %* 


There is only one other factor in wage negotiations 
of real significance and that is the element of bargain- 
ing against profits. That is going to be the real issue 
in 1949. Productivity changes are important but 
productivity is reflected in prices or profits. If pro- 
ductivity rises and there is a commensurate increasé 
in wages, then obviously it has no effect on prices 
or profits. 

* * * 

The real issue in 1949 is going to be profits and 
more specifically how large profits are going to be. 
Let me say bluntly—in a dogmatic way, to point up 
the issue—I think profits are too high. Profits in 1948 
totaled about $34 billion—some $21 billion after taxes. 
There are many arguments that these profits are arti- 
ficial—that these profits don’t really mean what they 
say, because the profits are related to unrealistic pre- 
war net worth, that they do not take account of the 
rising inventory costs and there are other elements 
in profits which are spurious. Well, there are some 
merits to these claims, but, I think, in large measure 
this tendency to adjust profits is exaggerated and the 
returns of corporations are still excessive. 


Mt St SE 


Personally, I hope there will be modest wage in- 
creases in 1949, because I think they will come out 
of profits rather than out of higher prices. It now 
seems that the competitive situation this year is not 
going to allow wage raises to be passed on. The 
wage adjustment is going to bring about a better 
balance between profits, wages and prices. Moderate 
wage increases can tend to bring corporate profits 
after taxes down to a more reasonable, logical and 
stable level. This means also, on the other hand, 
there would be a higher consumer buying power rela- 
tive to capital formation. 


* * * 


In my judgment, if we have modest wage increases 
in 1949, it will mean lower profits, but it will tend 
to bring about a stability in this economy of ours 
which will bring a sustained period of employment. 
If that happens in 1949, it will probably reflect it- 
self in the stock market and that will mean a better 
opportunity for equity investment. The stock market 
should be higher by the end of 1949 than it is today 
and that will permit business to finance expansion by 
floating securities rather than plowing back profits. 
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Leo Wolman 


been able to see with the naked eye throughout the 
world, or in those “blueprints” in Washington or any- 
where else. I don’t like them. The United States has 
a big decision to make. We want to minimize our 
troubles. In an economic system, if things slide off, 
you're going to meet the situation by cutting your 
costs. That’s not a horrible thing to do; I don’t think 
it is even extraordinarily difficult. It takes good man- 
agement and cooperation, but it can be done. 


* * * 


Unions are making their own policies. I think 
they make a lot of mistakes but they are practical 


' people. They have to be. They are not engaged in 


a debate on economic doctrine, and, when they are, 
they do themselves a lot of harm. Economic doc- 
trines are not for laymen to play with. 


| * 


Here’s an old union I was very familiar with. I 
knew its difficulties in earlier times when we had an- 
other kind of inflation. What did they say last week? 
“We're not going to ask for a fourth round.” They 
didn’t consult Beveridge or the new economics; they 
knew that was of no use to them. They know that 
economic conditions in their industry are not what 
they should be. 


* * %* 


Conditions have changed and the union knows that 
just as well as I do. They say: “We’re not going to 
ask for a fourth round.” That’s a very simple thing. 


* * * 


An arbitrator in Massachusetts a few weeks ago 
made a decision. He had to pass on a demand for 
a wage increase in the textile industry in New Eng- 
land. He looked around and said: “That doesn’t 
look like a good business right now.” A very simple 


economic decision. 
* * * 


Let’s not worry too much about these new doctrines. 
The other day I ran across an old review of a new 
book by a man who is a past master in this business 
of economic theory. He is Jacob Viner, professor at 
Princeton, formerly at Chicago, one of the shrewdest 
minds in the United States in economic theory. In 
reviewing Keynes’ general theory, he says: 


“Keynes’ reasoning points obviously to the superiority 
of inflationary remedies for unemployment over money- 
wage reductions. In a world organized in accordance 
with Keynes’ specifications, there would be a constant 
race between the printing press and the business agents 
of trade unions, with the problem of unemployment 
largely solved if the printing press could maintain a con- 
stant lead and if only volume of employment, irrespective 
of quality, is considered important.” 
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The Role of Government 


Robert R. Nathan 


If I were to guess what this administration and 
this Congress is likely to be noted for in retrospect, 
I would say that the President and Congress will 
be recorded in history as having been dedicated to 
high levels of economic production, employment and 
prosperity, and that they are going to do all they can 
to assure these levels. 


* * * 


Labor in the year 1949 can be helpful to business 
and to government and to itself by helping to avoid 
or cushion an economic bust. It can help in two 
ways. One relates to government policies and the 
other to wage negotiations. Labor should lay major 
stress and place major demand upon government for 
economic policies designed to sustain general pros- 
perity. 

If the relationship of wages, prices and profits 
in 1949 does not tend to bring about an intelligent 
economic adjustment or stability in our economy, 
then government must act to assure that the econ- 
omy will remain strong. If our economy tends 
toward mass unemployment in 1949, the government 
is going to step in and stop that tendency. 


* * * 


As far as the size of the government expenditure 
program is concerned, I doubt whether Senator Taft 
or Mr. Taber or their colleagues are going to be very 
successful in curtailing substantially the expenditure 
proposals of President Truman. In fact, they may 
be pushed higher. One of the principal questions for 
1949 concerns taxes. If they are increased, there is 
a possibilty of a government surplus which will be 
deflationary. If taxes don’t rise and expenditures are 
higher, there will be a federal deficit. Deficit financ- 
ing on the part of the government will certainly be 
inflationary, the degree depending upon the size of 
the deficit. 

In appraising the business situation, we must 
therefore give careful consideration to what is likely 
to happen to government expenditures and receipts. 
This encompasses all kinds of outlays including the 
national defense, foreign aid, public works, housing, 


increased expenditure for old-age retirements and ° 


Social Security. 
* * * 


Out of wage negotiations in 1949, can anything be 
done to help bring about economic adjustments with- 
out governmental action? Great progress is possible 
if business will tend to adjust its prices and its wages 
in accordance with what might be called a “stable 
economic relationship.” 


Leo Wolman 


We know something about this economic system 
under which we operate—it isn’t perfect. It isn’t 
altogether laissez-faire. There is a lot of laissez-faire 
in it, however. The government is only one of many 
making decisions in the United States. The real 
question is whether we want to substitute the govern- 
ment for all other makers of decisions. 


* * * 


What is the responsibility of government in situ- 
ations of this kind? I don’t think we have exhausted 
the possibilities. If we’re going to go at this prop- 
erly, we ought to look, at least, at the more impor- 
tant and more relevant possibilities. 

If we go back to earlier periods of inflations, we 
find that governments are faced with two alternative 
courses of action: (1) to allow the inflation to run 
its course and then to deal with its aftermath as best 
they can; and (2) to control the inflation while it is 


under way. 
* * * 


The government, if it bears responsibilities, bears 
them on both occasions. It can’t promote an infla- 
tion, then sit back and blame everybody but itself 
for what happens. 


* * 


The government today is clothed with enormous 
powers which it can invoke and which it is very likely 
to invoke if business slides off. I’m not a bit opti- 
mistic that, if there is a sliding off, the government 
can stop it. What I’m afraid of is a totally different 
consequence to labor, industry, and the welfare of 
this country. That is why I say we want to exhaust 
the possibilities. 


* * * 


In the 1930’s every resource known to government 
was applied, and if ever it made a mess of things 
it did from 1933 to 1940. We might go back and 
study those years. We were left with a 14% unem- 
ployment rate in 1940, which should have been a 


banner year. 
* * * 


The very things the government does in trying to 
pick business up may make the slide longer and more 
precipitous. 

Government does not like to hold itself responsible 
for the distasteful things; it wants to claim responsi- 
bility only for the pleasant things of life. It can’t 
do that. Business makes mistakes and it has to be 
responsible for them; likewise labor. We have to 
apply the same standards of conduct to government 
as well. 


April, 1949 
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Inflation and Its Aftermath 


Robert R. Nathan 


The big economic question in this country today is 
whether we are still faced with inflation. Is 1949 
likely to be a period of inflation or deflation? I don’t 
think, at this stage, we can say with absolute assur- 
ance that the year of 1949 is going to be one of fur- 
ther inflation or one of serious deflation. Whether 
we have inflation or deflation depends in consider- 
able measure upon the legislative program in Wash- 
ington and upon wage negotiations and other factors 
which at this moment are indeterminate. In part, 
it will depend upon what men like yourselves decide 
to do in your wage negotiations and in your business 
decisions. A period of one extreme or another is not 
inevitable for 1949. It is not inevitable that we have 
unemployment or significantly rising prices. What 
happens is going to be in large measure of our own 
making, determined principally by the legislative 
program and by the results of wage negotiations. 


, a ee 


I believe that in these boom times the high level 
of profits becomes one of the elements in creating the 
“bust.” We should recognize that and look toward 
the long run. Unemployment and depressions are 
not inevitable in this economy of ours. When we 
have mass unemployment, we suffer tremendous loss 
of resources. We should try to figure out what it is 
in boom times that brings on the “bust.” I feel we 
will find one of the unstabilizing elements in the boom 
is relatively high profits in relation to the prevailing 


level of labor income. 
* * * 


There will be less capital formation in 1949, be- 
cause business will have less funds-to spend out of its 
undistributed profits. I risk your displeasure by say- 
ing that will be healthy, because just as profits get 
excessive in boom times, so does capital and new 
investment. 

If you look back, you will find that new invest- 
ment rose very rapidly in the Twenties. Actual con- 
sumption increased at a much smaller rate, and it 
wasn’t long until the new investment levels collapsed. 
If we could have less investment and more consump- 
tion in periods of prosperity, then it would be more 
possible to sustain prosperity. 


* PR 


Many companies today are setting up rather sub- 
stantial reserves for inventory valuation which tend 
to make reported profits lower than the figures which 
the reports of the Bureau of Internal Revenue will 
reveal. Whether the “true” profit figure is $21 billion 
or $17 billion, after taxes, I think the level is higher 
than it should be for stable, economic considerations. 


Leo Wolman 


There is a long history of doctrine behind this 
whole business. It arose during the Thirties and 
got accentuated during the war. It won many con- 
verts and left all kinds of statements, of which I pick 
only one—that of Beveridge, in which he says: “The 
only time this modern industrial world had full em- 
ployment was during wars.” I’m now paraphrasing 
him: What we ought to do is to perpetuate a war 
economy, because only under economic conditions 
of a war economy can we get an approximation of 


-full employment. 


* ea 


I do not think the statement is correct. The eco- 
nomic system we are familiar with both here and in 
England had long periods of full employment. These 
periods of highly successful full employment got in- 
terrupted somehow—in England in the 1920’s and 
in the United States in the 1930’s. What we did during 
the interruptions in both countries did not cover 
the interrupters with glory, but that’s another 
matter. 

Now, what is there about a war that makes it so 
attractive? Of course, it’s a period of very great 
business activity—we know that. But there are 
peculiar features of a war economy we know we 
can’t duplicate. One is that in modern wars we take 
a very large slice out of the working population—or 
from that population eligible to work. 

Also, we turn our productive enterprises to work 
on a greater number of types of economic activity 
that we obviously can’t duplicate in peacetime. 


* * * 


The third thing that happens during a war in all 
countries (the results are sometimes temporarily con- 
cealed) is that these episodes are accompanied by 
what we call inflation. 


* * * 


We used to think inflation was a result of the 
capitalistic system, but we know now that other 
countries also have inflation no matter what their 


systems are. 
* * * 


The government had ample powers in 1927-1929 
and didn’t exercise them; it didn’t like to use them. 
They were mild powers compared with what the gov- 
ernment wants to do now. It didn’t exercise those 
powers because they might precipitate something. 
One can precipitate something mild and something 
perfectly terrible. The government chose to precipi- 
tate the very terrible thing. That wasn’t a very 
sound government policy. 
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Costs of Expanded Social Insurance’ 


RESIDENT TRUMAN’s social insurance pro- 

gram may, by 1955, cost the American worker and 
his employer a combined tax rate of 10% of covered 
pay roll if all of his suggestions are adopted by 
Congress. According to official experts it may in- 
erease to double that percentage by the year 2000. 
(See Table 1.) 

Specifically, the President has requested that the 
old-age and survivors’ insurance and unemployment 
insurance programs be extended to the working popu- 
lation not presently covered and that benefit pay- 
ments be increased; that insurance against both per- 
manent and total disability and temporary disability 
be provided; and that a national health insurance 
plan be enacted. 

The Administration proposes that Social Security 
taxes should be paid on annual earnings up to $4,800 
per employee as compared with the present maximum 
of $3,000. The social insurances may thus represent 
as much as $480 for a covered worker earning $4,800 
or more in 1955. The method of financing this burden 
is not clearly spelled out in pending legislation. In 
the early years it is generally suggested that costs 
be divided equally between employees and employers. 
But officials urge that the Federal Government should 
eventually foot a significant share of the bill out of 
general revenues. 


EXPANDED BENEFITS 


Administration hopes relating to expanded old-age, 
survivors’ and disability insurance are set forth in 
H.R. 2893.2 According to government actuaries, the 
costs of provisions of this bill would range from 3.21% 
to 4.92% of annual earnings up to $4,800 in 1960. By 
the year 2000 costs may be expected to approximate 
from 7.07% to 12.40% of the same pay roll. (See 
Table 2.) 8 

The one completely new feature priced in these 
estimates is extended disability benefits. These, how- 


1The administration’s compulsory health insurance plan was out- 
lined to Congress by President Truman on April 22, too late for 
consideration in this article. Costs, however, are in line with earlier 
estimates. The system would be financed by a pay roll tax of 83% 
on the first $4,800 of a apes annual earnings: 1144% to be paid 
by employers and 144% by employees. In addition, the Government 
would put up 0.5% of pay rolls through 1954, 1% through 1957. 

*H.R.2893, 81st Congress, 1st Session, a bill to extend and improve 
the old-age and survivors’ insurance system, to add protection 
against disability, and for other purposes, introduced in the House of 
Representatives on February 21, 1949, by Congressman Robert L. 
Doughton (D-NC). 

*“Long-Range Cost Estimates for Expanded Coverage and Liber- 
alized Benefits Proposed to the Old-Age and Survivors Insurance 
System by H.R. 2893,” by Robert J. Myers and E. A. Rasor, Actuarial 
Study, No. 28; Social Security Administration, February, 1949. 


ever, would account for a negligible part of total 
costs. In terms of percentage of taxable pay roll, 
they would represent .30% to .79% in 1960, and .49% 
to 1.18% in 2000. 

It is interesting to note that even our present old- 
age and survivors’ insurance program will represent a 
heavy burden in years to come—from 4.19% to 
8.12% of annual earnings up to $4,800 in the year 
2000. 

The contribution rate under our present system of 
old-age and survivors’ insurance is 1% on the em- 
ployer and 1% on the employee. The rate proposed 
in H.R. 2893 for employees now covered is 1.5% for 
both, beginning July 1, 1949 (when liberalized bene- 


Table 1: Official Estimates of Costs of Expanded 
Social Insurance in Percentage of Taxable Pay Roll! 


Program 2000 
Old-age, survivors’ and extended disability. . 7.1-12.4b 
Temporary disability. <.....cpimc 0+ (ok «sae 1.0a 
Unemployment insurance................. 1.5¢ 
Health matrances..<: Son ceeeeees oo a 5.0d 
All programis;...c.o% to toneh Sereipenenargs 14.6-19.9 


1Taxable pay roll assumed to be $4,800 except for unemployment insurance. 
_ aTestimony by Arthur J. Altmeyer, Conmineonee Social Secority Administra- 
tion, March 23, 1949. 3 ee 

bActuarial Study No. 28, Social Security Administration. 

eAdvisory Council on Social Security. Taxable pay roll of $4,200 used. _ 

dEstimates by Oscar R. Ewing, Federal Security Administrator, in his report 
to the President, “The Nation’s Health.” 


fits go into effect), with a further increase of 2% on 
January 1, 1950 (when temporary disability insur- 
ance provisions become payable). Proposed rate for 
the newly covered would be 2% each for employer 
and employee, effective January 1, 1950. 

Contributions levied in the bill are intended to be 
sufficient to cover the cost of benefits for the next 
five to ten years depending upon economic conditions. 
Thereafter, either the rates will have to be raised or 
the government will have to supplement the trust 
fund from general revenues, or both. 

Payment of weekly benefits for periods of sickness 
lasting up to 26 weeks also is provided for in H.R. 
2893. They are to be based upon the previous wages 
and number of dependents of the disabled person. It 
is estimated by government officials that this program 
is likely to cost 1% of taxable pay rolls, assuming 
that administrative costs would be kept to a minimum 
by having the temporary disability program adminis- 
tered as part of the national system of old-age, sur- 
vivors’, and disability insurance. 


Testimony by Arthur J. Altmeyer before Committee on Ways and 
Means, House of Representatives, March 23, 1949. 
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Dr. Elizabeth Wilson analyzed similar proposals 
contained in the 1945 edition of the Wagner-Murray- 
Dingell Bill (S. 1050). She cites actuarial cost esti- 
mates for temporary disability cash benefits of at 
least 1.25% to 1.5% of covered pay roll from the very 
beginning. 

If the system should be inaugurated in boom times, 
she believes that the higher figure would be more 
probable. 

It has been found in Europe, Dr. Wilson points out, 
that claims for this type of benefit are particularly 
numerous during periods of prosperity. 


“Great variation is found in the per capita cost of 
these benefits in Europe. The constant upward trend 
during good times, and the dips in the depression due 
to low wage and claim rates, are quite characteristic. In 
the United States a similar trend would mean that the 
1.5% would increase to at least 3% if the business cycle 
continued to rise.” 


Temporary cash disability benefits have been pay- 
able in Rhode Island since April 1, 1943, in California 
since December 1, 1946, under the railroad system 
since July 1, 1947, and in New Jersey since January 
1, 1949. Benefits paid as a per cent of taxable wages 
were 0.78% in Rhode Island, 0.41% in California, and 
0.56% under the railroad sickness insurance system 
during the fiscal year ending June 30, 1948. 


NATIONAL HEALTH INSURANCE 


Estimates of the costs of a national health insur- 
ance system range from 3% to 9% of taxable pay roll 


1“Compulsory Health Insurance,” Studies in Individual and Col- 
lective Security, No. 3, National Industrial Conference Board, 1947, 
pp. 82-84. 


depending on who is doing the estimating. The most 
recent official description of costs is to be found in 
the Ewing Report which was published in September, 
1948.1 

Beginning with the effective date of the legislation 
recommended therein, three years after its enactment, 
a tax of 3.5% on annual earnings up to $4,800 would 
be required, according to the Federal Security Ad- 
ministrator. Later, when facilities become more ade- 
quate and truly comprehensive services are available, 
costs might rise, he says, to 5% of the taxable pay 
roll. 

Physicians, hospitals, and expensive prescribed med- 
icines and appliances would account for 3% of the 
initial 3.5% costs; home nursing and limited dentistry 
for the remainder. According to Oscar R. Ewing, 
the former three services should not rise more than an 
additional 1% to a total of 4%, while the latter two 
might be expected to increase to about 1%.” 

These figures follow closely the estimates present- 
ed two years earlier by Dr. I. S. Falk when the Wag- 
ner-Murray-Dingell Bill (S. 1606) was under con- 
sideration by the Senate Committee on Education 
and Labor. Dr. Falk, Director of the Bureau of Re- 
search and Statistics, Social Security Administration, 
estimated that “if insurance premiums are to pay the 
whole cost [of national health insurance], they would 
need to be about 3.0% to 3.5%, at the outset, and 

1“The Nation’s Health,” a report to the President by Oscar R. 
Ewing, Federal Security Administrator, September, 1948, pp. 101-2. 


2Mr. Ewing suggests that the contribution rate should not rise to 
more than a total of 4%, however. “The Federal Government might 
use general revenues to supplement the contributions, as necessary, 
in the amounts equivalent to a fixed maximum percentage of con- 
tributions.” 


TABLE 2: ESTIMATED RELATIVE COSTS IN PERCENTAGE OF PAY ROLL FOR H.R. 2893 EXCLUDING 
WEEKLY DISABILITY BENEFITS, BY EFFECT OF MAJOR CHANGES 


Source: Social Security Administration 


Cost of Extension Age 60 
Calendar Year Present ° for 
Act Coverage Women 


Revised Revised Additional New Extended Net Cost 
Work Lump-sum Survivor Benefit Disability 0 
Clause Payment Benefits! Formula? Benefits’ H.R. 2893 


Saal Se amen 8.12 -1.32 “79 


5.66 =9 OF .60 


iHigher rate for parents and first child, disabled widower’s (and husband’s) 
benefits, and more liberal eligibility conditions for determining child dependency on 
women workers. L iy &. 

Including also revision in computation of average wage, liberalized insured status 
requirements, and higher limit on maximum creditable and taxable wage. 

Encetng supplementary benefits for wives and children. Based on new benefit 


4Based on assumptions of a rising wage trend over time and a constant standard 
of benefit adequacy as related to earnings. 

‘Level premium contribution rate (based on 2% interest) for benefit payments 
after 1949 and into perpetuity, not taking into account the accumulated funds at 
the end of 1949 or administrative expenses. 


138 THE CONFERENCE BOARD 


April, 1949 


about 4.0% to 4.6% later.”1? At 1946 price and in- 
come levels this represents an approximate per capita 
expenditure of $29 in the initial or early years, $39 in 
later years. 

Dr. Elizabeth Wilson, after carfeul study of the 
same legislation (S. 1606) came to the conclusion that 
per capita costs would be considerably more than 
those sums, or about $60. This represents about 9% 
of the covered pay roll.2, The expenditures outlined 
by Dr. Wilson would be over 50% more than Ameri- 
cans normally pay for medical care at present. On 
the other hand, government officials estimate that 
more and better medical care could be dispensed 
under health insurance at very little more than what 
people customarily spend for the same services. 

Mounting costs during the first nine months of a 
national health plan in Great Britain cast serious 
doubt on the contentions of government experts.? As 
Dr. Wilson points out: “It has been the experience in 
other countries that once a system of compulsory 
health insurance is instituted, the costs rise partly 
because of increase in benefits, partly because of 
greater morbidity, and partly because of malingering. 
All these things may occur here.”* 


UNEMPLOYMENT COMPENSATION 


The Advisory Council on Social Security in mid- 
1948 recommended several changes in the federal- 
state unemployment insurance system. These include 
extending coverage, adopting the contributory prin- 
ciple in financing, encouraging more generous benefit 
provisions, increasing the maximum wage base and 
establishing a minimum contribution rate. The Fed- 
eral tax rate proposed by the council is 1.5% on the 
first $4,200 of annual earnings for the next ten years 
to be paid in equal shares by employers and em- 
ployees.© Of this rate, 1.2% would be offset by con- 
tributions to states for benefit purposes, leaving the 
0.3% federal tax to be expended for administration 
and other purposes.® 


“Medical Care Insurance,” Senate Committee Print No. 5, Report 
from the Bureau of Research and Statistics, Social Security Board 
to the Committee on Education and Labor, United States Senate, 
July 8, 1946, p. 154. 

These percentages apply to a taxable pay roll of $3,600 as compared 
with the $4,800 base proposed today. The costs of medical care, how- 
ever, have risen sharply since the estimates were made. The per- 
centages that costs represent of the currently proposed taxable pay 
roll thus would probably be substantially unchanged. For example, 
note the similarity between the Falk and Ewing estimates. 

*For a discussion of costs during the first five months of the pro- 
gram, see “Report on Britain’s Health Service,” The Conference 
Board Business Record, February, 1949, p. 45. 

‘Compulsory Health Insurance,” op. cit., p. 82. 

5“Unemployment Insurance,” A Report to the Senate Committee 
on Finance from the Advisory Council on Social Security, Senate 
Document No. 206, 80th Congress, 2nd Session, 1948. 

®The council recommends that one half of any surplus over expenses 
incurred in the collection of the tax and the administration of unem- 
ployment insurance and the employment service should be appro- 
priated to the federal loan fund for the use of states in danger of 
exhausting reserves. The other half, the council says, should be pro- 
portionately assigned to the states for administration or benefit 
purposes. 


Since funds available for benefits in most states 
are now at a high level, the council assumed that a 
substantial part of the costs of benefits would be met 
from these reserves. Therefore, they have set the 
minimum contribution rate at a point which they be- 
lieve will allow most states to pay adequate benefits 
if the states utilize a considerable portion of their re- 
serves. Some states will have to charge more if they 
are to finance a system of benefits considered ade- 
quate by the council; others will be able to pay bene- 
fits higher than the amount used by the council in 
deriving the suggested rate. 

What the unemployment tax rate should be at the 
end of the next ten years will depend upon the magni- 
tude of reserves, anticipated business conditions and 
the level of benefits to be paid. It is likely that the 
tax will have to be set somewhat higher than the 
initial 1.5% rate if benefits are increased and reserves 
depleted as the council proposes. 

The foregoing estimates are all subject to a wide 
margin of error. They leave no doubt, however, that 
social security is a tremendous undertaking which will 
account for a continually increasing financial burden 
to the American public for at least the next half 
century. 

Mrum Civic 
Division of Business Economics 


1Two assumed benefit levels were used in the council’s computa- 
tions: (a) Weekly benefits equal on the average to at least 50% of 
previous weekly earnings up to a maximum benefit of $25 a week and 
a uniform duration of twenty-six weeks, and (b) weekly benefits 
equal on the average to 50% of previous weekly earnings calculated 
on wages up to $80 a week, with a minimum duration of thirteen 
weeks and a maximum of twenty-six weeks. For either one a con- 
tribution rate of 1.2% for the next ten years seemed reasonable 
to the council. 
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“A Staatskonjunktur,” wrote a high Nazi official in 
1938, “is generated under the following conditions: mas- 
sive government orders are placed with industry; grants of 
public credits and subsidies are made to private business; 
state guarantees are granted for credits taken up by pri- 
vate interests. Whether the motivation of such policies 
lies in elimination of unemployment, or achievement of 
self-sufficiency, or national rearmament, the effects upon 
the economy will be the same.”—Adolf Friedrichs, “Die 
Finanzierung Der Staatskonjunktur,” Bank Archiv, 
XXXVII (Jan. 1, 1938) , p. 142, Quoted in “Private Invest- 
ment in a Controlled Economy—Germany, 1983-1939.” By 
Samuel Lurie, Columbia University Press, New York, 1947, 
page 8. 


What About the Price Per Page? 


“A short session with an adding machine reveals that the 
average retail price of best-selling fiction titles to date this 
year is $3.455. Last year at this time the average was 
$3.106. Five years ago, in early 1944, it was $2.677.”— 
The New York Times Book Review, March 6, 1949. 

1A term which can be approximately rendered as a state of busi- 


ness conditions essentially sustained by government initiated eco- 
nomic activities.” 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1949,” pages 36, 37) 


Item 


Industrial Production 
Patel (BIRT), (S) recs oa cesses sites 
Manufacturing (FRB) (S)........ 
Durable goods (FRB) (S)....... 
teal eo ak «teres Rustin sides ous 

Wig WON er, ts) he ae ae oes ohio 
Copper (refined).............. 
Mead (refined) ..%asncnccdees': 
ING (GlA) Sars cin cke wnreaieien Min ete 
Glass containers.............. 
LT a Gila a ee Rs ae Sy 
Machine tools'............... 
Machinery (FRB)............ 
Transportation equip. (FRB). . 
Automobiles, factory sales..... 
Nondurable goods (FRB) (S).... 
MEOUCOM ico iclatsrc tig Miso 5 sae os 


BRAY OE VALE! .:..c.- 5 /0.c05 Sera 6,2 
Food prod., mfd. (FRB) (S)... 
Chemicals (FRB) (S)......... 
Newsprint, North American. .. 
RADELT Seen ee eee 
Paperbourds teste ake a eee 
Boots and shoes .............. 
Cigarettes (small)*............ 
Mining (FRB) (S)............ Ten 
Bituminous coal.............. 

PSYC BEUCILE: £2 24 -< uy sity riec « elale] 
Crude petroleum’............. 
Blectric power‘. ..... oc. ces eee ees 
Manmtruction®. |<... 5. ns. beled oe 
Heavy engineering—Public®........ 
Heavy engineering—Private®....... 


Distribution and Trade 
Carloadings, total**............... 
Carloadings, miscellaneous**........ 
Retail trade (NICB) (S)........... 
Department store sales (S)......... 
Variety store sales (S)...........-. 
Rural retail trade (S).............. 
Grocery chain store sales (S)’....... 
Magazine advertising linage........ 


Commodity Prices 
All commodities (BLS)............. 
BRM ALETIBIS. cole cleleiesi oct vies 
Semi-manufactured articles....... 
Manufactured products........... 
Harm products. .... 0 css sas o:eenrs 


Sensitive industrial (NICB)*........ 
Sensitive farm (NICB)‘............ 
BEAU TICES. soi Siwy jcie’s 62> «ole eis.cie 


Total stock prices (Standard & Poor’s) 


Uo a ee 


Total no. shares traded N.Y.Stock Ex, 


Corporate bond yields (Moody’s). . . 


Financial Indicators 
Bank debits, outside New York City® 
New capital corporate issues........ 
Refunding issues.................. 
Comm., industrial and agric. loans‘. . 
Total personal income (S)......... 
Money in circulation, end of month. 


SAdjusted for season variation Shipments 2Consumption; cigarette consumption measured by tax-paid withdrawal 
ry and combination chain store sales *140 centers aJanuary, 1948 
January, 1948, to January, 1949 dPercentage 


News-Record—average weekly 7 
ations in length of haul and amount loaded. 


Unit 


1935-89 =1C0 
1935-39 = 100 
1935-39 = 100 
000 net tons 
000 net tons 
net tons 

net tons 

net tons 

000 gross 
million bd. ft. 
1945-47 = 100 
1935-39 = 100 
1935-39 = 100 
units 

1935-39 = 100 
bales 

million pounds 
million pounds 
1935-39 = 100 
1935-39 = 100 
short tons 

% of capacity 
% of capacity 
thous. of pairs 
millions 
1935-39 = 100 
000 net tons 
000 net tons 
000 barrels 
million kwh 
000 dollars 
000 dollars 
000 dollars 


thousand cars 
thousand cars 
1935-39 =100 
1935-39 = 100 
1935-39 = 100 
1929-31 =100 
1935-39 =100 
thous. of lines 


1926 =100 
1926 =100 
1926 =100 
1926 =100 
1926 =100 
1926 =100 
1929=100 
1929=100 
1935-39 = 100 


1985-39 =100 
1935-39 = 100 
1935-89 =100 
1935-39 = 100 
thousands 

per cent 


million dollars 
000 dollars 
000 dollars 
million dollars 
billion dollars 
million dollars 


1949 
February January 
Dp 189 191 
v7) 196 198 
D 226 |r 207 

7,481 |r 8,183 
5,223 5,725 
80,275 78,298 
44,751 |r 50,664 
69,193 75,815 
n.a. 7,388 
n.d. 2,232 

p 10.4 68.8 
Pp 261 |7r 268 
Pp 241 |r Q44 
324,547 326,019 
? 173 174 
640,182 674,463 
n.a. 49.7 
63.6 69.8 

D 159 |r 159 
252 |r 257 

| 475,548 496,250 
p 93.4 90.6 

85 88 
n.a. 36,888 

p 23,358 |r 27,967 
149 151 

p 44,458 | 7 47,802 
2,939 |r 3,722 
n.a. 5,365 
5,672 5,761 
568,467 482,984 
47,295 84,003 
93,476 57,454 
692.8 709.8 
$39.7 $42.4 
na. 322.5 

p 24 r 287 
p 225.7 |r 230.7 
n.a. 363.6 

p 361.1 866.5 
8,921 |r 3,365 

p 158.1 160.6 
p 165.8 169.3 
p 159.6 |r 160.4 
p 154.0|r 156.2 
p 168.3 172.5 
p 161.5 165.8 
145.4 151.4 
167.6 175.4 
189.2 191.5 
117.2 121.0 
122.7 127.3 
99.6 105.9 
94.4 94.2 
22,078 26,212 
3.00 3.02 
48,194 |r 55,736 
231,172 434,296 
7,096 1,295 
15,275 15,396 
n.a 220.8 
27,556 27,580 


139 


1948 Percentage Change 
You'ty | toasts’ | “ioe te” 
December November February uiuary, Febru fect 2 Wonton ® 
1949 1949 1949 
192 195 194 -1.0 2.6 -1.8 
199 201 201 -1.0 2.5 2.0 
231 229 226 0.4 0.0 0.4 
U,771 7,788 6,940 -8.6 47.8 +8.7 
5,595 5,399 4,838 -8.8 +8.0 +9.1 
96,117 102,779 93,588 +2.5 14.2 -19.1 
52,315 47,029 43,598 -11.7 +2.6 +1.1 
76,696 71,195 67,917 =8.7 +1.9 +3.1 
6,765 7,214 8,015a +9.2b —7.8¢ -14.4d 
2,620 2,929 2,719] —14.8b -17.9¢ +0.8d 
96.9 76.2 87.1 +2.3 -19.2 14.3 
Q77 |r 276 284 2.6 -8.1 -7.0 
248 |r 238 232 -1.2 +3.9 +1.9 
$78,455 364,440 274,847 0.5 +18.1 412.2 
173 178 180 -0.6 -3.9 38.1 
680,670 685,166 785,677 -5.1 -18.5 -20.1 
52.5 52.2 58.54 -5.3b -15.0c -0.5d 
75.0 70.4 60.9 -8.9 +4. 4 +2.8 
r 158 159 160 0.0 -0.6 0.0 
257 |r 257 252 -1.9 0.0 +0.4 
495,105 504,452 430,364 4.2 +10.5 +8.1 
Sue Laie 97.1 99.8 +3.1 6.4 -8.0 
84 94 100 3.4 -15.0 -13.1 
r 35,508 34,691 40,731 +3.96 -9.4¢ -1.2d 
24,897 |r 29,075 23,472 -16.5 0.5 +1.1 
156 161 155 -1.3 -3.9 2.9 
49,937 49,791 50,395 -7.0 -11.8 -13.8 
4,499 4,680 4,675 -21.0 -87.1 -30.6 
r 5,688 5,675 5,283a -5.7b +1.6¢ +8.3d 
5,645 5,539 5,326 -1.5 +6.5 +7.3 
694,023 611,216 681,967 417.7 -16.6 -18.9 
67,529 60,668 61,908 43.7 —23.6 +20.7 
101,180 62,110 56,753 +62.7 +64.7 +53.6 
709.7 823.5 768.9 2.4 -9.9 -9.3 
$45.9 381.4 364.0 0.8 6.7 -6.3 
S277 319.6 311.6 -1.6b +3.5¢ +9.9d 
310 287 286 4.5 4.2 -1.9 
254.6 230.3 215.1 2.2 +4.9 4+7.8 
$22.7 368.3 359.7) +12.7b +1.1lec +10.4d 
359.6 360.4 353.7 -1.5 +2.1 +3.4 
8,015 4,145 4,175 +16.5 -6.1 -6.8 
162.3 164.0 160.9 —1.6 -1.7 2.4 
74 175.2 174.9 2.1 5.2 6.6 
160.8 161.0 155.2 0.5 +2.8 +2.6 
157.5 158.7 154.5 -1.4 0.3 0.7 
177.8 180.8 185.3 2.4 9.2 -11.4 
170.2 174.3 172.4 2.6 6.3 7.1 
152.4 154.3 158.5 4.0 -8.3 -8.5 
183.5 186.9 206.1 4.4 18.7 23.0 
192.5 193.4 189.0 -1.2 +0.1 +0.4 
119.4 120.4 114.2 -3.1 +2.6 te 
125.5 126.4 119.2 -3.6 42.9 ink 
105.8 108.8 101.9 -5.9 2.3 -1.4 
92.9 94.2 92.6 +0.2 +1.9 +0.5 
35,336 36,248 22,989 -15.8 4.0 —-5.2 
3.09 $3.12 3.1 0.7 -3.8 -8.5 
63,714 56,815 48,507 -18.5 0.6 0.9 
627,498 442,925 547,881 46.8 -57.8 27.7 
$,222 15,600 14,092 +448 .0 49.6 49.7 
15,567 15,543 14,718 -0.8 +3.8 +4.2 
r 221.0 219.9 208. 8a) —0.1b +5.7c +9.4d 
28,294 28,331 28,019 0.1 a ef -1.8 
*Average daily ‘Average weekly ‘F.W. Dodge ‘Engineering 


~bPercentage change, 
ae 12 months, 1947, to 12 months, 1948 e¢Estimated n.a.Not available pPreliminary *Value as traffic indicator subject to vari- 
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THAT STEEP PROGRESSION— 


WHO GETS THE TAXES? 
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1. once upon a time taxes were low and 
federal collections were smaller than 
state and local. it is hard to believe. 


GET OUT THE BARREL 


EXPENDITURES FOR 
CLOTHING AND SHOES 


1929 1934 1939 1944 1949 


3. we lay out more these days for taxes 
than for clothes. but people still have 
plenty of them to wear instead of a barrel. 


TAXES ARE GREEDY 
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INDEX NUMBERS. 
1935-1939 =100 


ISPOSABLE 
INCOME 
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7 CONSUMPTION 
EXPENDITURES 


EQUAL VERTICAL DISTANCES REPRESENT 
EQUAL PERCENTAGE CHANGES 


2. we’ve been making more and spending 
more than before the war—and the tax 
collector keeps taking more all the time. 


AND ONCE THERE WAS NO INCOME TAX! 
$3,541 Airis 


C 
ESTATE 
AND GIFT TAXES & 
2, 


1.8% 


1940 
$4,838 MILLION=100% 


1948 


FEDERAL TAX REVENUES 


4. the federal government once relied 
exclusively on excises and customs. but 
the 16th amendment changed all that. 
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much larger; the $50,000 man pays out 33% of his income; just 20 years ago it was 8%. 
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6. taxpayers earning over $10,00 part with a large share of what they earn to the govern- 
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Economics of the Wage Freeze—I 


Wartime Wage Controls in Canada 


AGE determination was an economic problem 

of major magnitude in virtually every nation 
during the Second World War. The functions per- 
formed by wages under peacetime market conditions 
were violently disrupted. Rising wages did not sig- 
nificantly increase the size of the labor force once full 
employment was approached. Bidding for the services 
of a limited and already employed labor force through 
higher wages did not achieve the most favorable 
distribution of man-power resources and contributed 
to inflation. 

These problems were met by the various countries 
in different ways. Canada froze wages and instituted 
a system of labor mobilization and allocation. Ger- 
many entered the war with a completely regulated 
economy. Great Britain, however, rejected the idea 
of wage controls and depended upon the control of 
prices to prevent pressure upon wages. A system of 
labor conscription and allocation was instituted to 
distribute labor most effectively. 

The United States did not resort to a wage freeze 
as a part of its national economic stabilization pro- 
gram. Instead, a pricing system was adopted piece- 
meal. Because of the many political and economic 
interests involved, our wartime wage program was 
essentially a form of compromise, with changes com- 
ing only after situations arose forcing modifications. 

With our whole program of industrial mobilization 
currently under review, an extensive examination of 
the history and development of wartime wage systems 
here and abroad may contribute toward an improved 
future policy. Some have already suggested that a 
wage freeze is the ideal solution for such future prob- 
lems. In the accompanying analysis, the historic re- 
sults of various forms of wage control are explored. 

This review, the first in a series dealing with the 
economics of a wage freeze, analyzes the development 
and effectiveness of the Canadian system of total 
wartime wage controls. 


CANADIAN WAGE POLICY 


Wartime wage control in Canada went through 
two general phases. At first, the government aimed 
primarily at expansion of production. During this 
phase, controls were few. The government’s principal 
objective was to stimulate production of war material. 

The second general phase of wartime control began 
in late 1941 as full employment was approached. Fear 
of inflation brought strict wage control, as well as 
price and man-power controls and consumer rationing. 


At the outbreak of the war, a significant amount of 
unused productive capacity and unemployed re- 
sources was available in Canada. Prices were low— 
the general index of wholesale prices was 28% below 
1926 and only nine points above the low point of the 
depression in 1933. Unemployment was high—aver- 
aging 12% among trade unionists, and probably 
nearer 20% of the entire industrial labor force. (See 
Table 1.) The iron and steel industry was operating 
at 20% below the 1928-1929 level, and probably not 
in excess of 50% of capacity. 

It was felt, therefore, that expansion of war pro- 
duction could be developed without a serious dislo- 
cation of the economy. No appreciable reallocation 
of resources was required before mid-1940, because 
the increased demands upon the economy were for 
commodities ordinarily produced in peacetime Can- 
ada. This production could be expanded by the use 
of existing unemployed resources. Not until the col- 
lapse of France in June, 1940, did the urgent necessity 
for an all-out war effort become apparent, whereupon 
intensive development of the war economy was under- 
taken. The subsequent demand for various kinds of 
war material and equipment required a rapid ex- 
pansion of Canada’s productive capacities. As the 
zone of full employment was approached, the need 
for reallocation of productive resources became in- 
creasingly apparent.” 


1K. W. Taylor, ‘““Canadian Wartime Price Controls, 1941-1946,” 
Canadian Journal of Economics and Political Science, Feb., 1947, p. 81. 
*R. Craig McIvor, “Canadian Wartime Fiscal Policy, 1939-1945,” 
Canadian Journal of Economics and Political Science, Feb., 1948, p. 63. 


Chart 1: Wholesale Prices and the Cost of Living, 
Canada 
Source: Dominion Bureau of Statistics 
Index Numbers, 1939=100 
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The first wage control measure was undertaken 
on December 16, 1940.1 At that time the government 
issued instructions that conciliation boards, offering 
recommendations for settlement of wage disputes in 
war industries or interprovincial public utilities, were 
to recommend raising substandard wage rates no 
higher than the level prevailing from 1926 to 1929 
(97% of 1939 average) or to any higher level sub- 
sequently attained through December, 1940. A cost 
of living bonus, independent of the basic wage rate, 
was to compensate workers for increases in consumers’ 
prices. “But this policy, being limited in application 
to the area of conciliation proceedings in specific 
labor disputes, did not stabilize wage rates.” The 
general index of wage rates of male workers in manu- 


Table 1: Industrial Employment and Unem- 
ployment Among Trade Unionists, Canada, 
Selected Months, 1939-1945 
Source: Canadian Department of Labor 

Industrial Employment | per Cent of 
" Trade 
Period Totes Unionists 
Thousands 1996 =100 Unemployed 

TPE ALCN 2 aioe weisic.s cmgerd ees 1,032 - 106.5 15.7 
Mune: ned eae 1,100 Liss 11.6 
September......... 1,166 119.6 9.1 
APECETIDED, os aS aalett ocias 1,199 122.7 11.4 
MUMPMOTSTCH chs hee ene es 1,110 113.5 10.8 
One. eee. keller ree. 2 1,184 120.9 7.6 
Restembetstan. ss. aviec.ie | 291... 131.6 4.4 
MUECEMIDER 26 oo so ca ain o's 0 < 1,365 139.1 7.4 

Mea March se Se. 1,344 135.3 6.6 
mes. feed. Sat Ores 1,528 152.9 4.1 

DS EL | 0) 1,628 162.7 Cy? 
IOEREMIDER, cc ce cet 1,688 168.8 5.2 
feaseltarchs 22 Iee.. 1,652 165.1 4.5 
cL an | on a 1,718 BY Ae 4 2.5 
DEDUCMIICE. wi cas 5a ge ss 1,795 179.3 8 
December i. AN. 1,868 186.5 1.2 

1045) Marcher od; oa ceva. 1,819 181.5 1.3 
Se ee er er 1,818 181.2 6 
PEGieMber.. tes eter, | PA ZORL 186.2 oO 
December:, ..03.0..0.05.% 1,917 190.5 8 

LC a a ne as 1,831 181.7 9 
LIYE Moe arnt ges eee 1,821 180.5 3 
September... 2.075, 2/.25/" 13888 185.5 23 
December. .j: . hai. Haake. 1,888 185.7 6 

TT RE ee 1,814 178.2 ail, 
01 are Rane cx Rot ral 1,790 175.3 6 
September...00..02 05.2...) 1,765 172.8 1.4 
Oey ee ee 1,769 172.9 3.0 


facturing rose 10.5% between 1940 and 1941. The 
wholesale price index rose 8.6% and the index of liv- 
ing costs rose 5.8% during this period. 

The appearance of an inflationary tendency in the 
economy in late 1941% influenced the government to 


1Order in Council P.C. 7440. 

*Jules Backman, “The Price Control and Subsidy Program in 
Canada,” The Brookings Institution, 1943, p. 6. 

‘During the early period of the war, a policy of carefully controlled 
credit expansion was instituted, the Canadian Government financing 
the war program through the medium of short-term bank borrowing. 
This phase of war finance was abandoned late in 1941 when the gov- 
ernment embarked on its permanent program of avoiding inflation, 
instituting antiprofiteering measures, and using taxes rather than 
loans as a source of war revenue. 


discard expansionist finance as a deliberate policy. 
Strict stabilization of wage rates was instituted in 
October, 1941, and an over-all price ceiling was estab- 
lished in December, 1941. 

On October 24, 1941, as a portion of the general 
anti-inflation program, the government issued an 
order applying the principles of the December, 1940, 
wage control measure on a mandatory basis to all 


Table 2: Percentage Distribution of the Canadian 
Population, Fourteen Years and Older, by Occu- 
pation, April 1, 1939-April 1, 1945 


Source: Canadian Department of Labor 


1945 | 1944 | 1943 | 1942 | 1941 | 1940 | 1939 


Total population, 14 


years and over...... 100. 0/100. 0/100 ..0)160 .0)100 .0}100 .0)100.0 
In armed forces or 
gainfully occupied.} 56.1] 56.7] 55.6] 52.2] 48.7) 44.2) 43.3 
Armed forces........ 8.5], 8.9} '7.9le 5.3)4 3:1) 1.1, 0.1 
Gainfully occupied. .| 47.6) 47.8] 47.7] 46.9} 45.6] 43.1] 43.2 
In agriculture!. ... . 11.3] 11.1] 11.0} 11.4) 12.4] 14.1) 14.6 
In industry........ 36.3} 36.7] 36.7) 35.5) 33.2) 29.0} 28.6 
Other................| 43.9] 43.4] 44.5] 47.8] 51.3] 55.8] 56.7 


1Includes only males employed in agriculture. 


Chart 2: Occupations of the Canadian Population 
14 years and older, April 1, 1939-April 1, 1945 
Source: Canadian Department of Labor 
In Thousands 
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workers excepting government, agricultural, charity, 
hospital, nonprofit, religious, and educational associ- 
ation workers! The order stabilized all wage rates 
at the level of November 15, 1941, about 15% above 
the 1939 level. The program was administered under 
a National War Labor Board by nine regional boards. 
Certain adjustments were permitted to bring ab- 
normally low wages within an industry or occupa- 
tion into line. 

Payment of a cost of living bonus was made manda- 
tory by increases in the official cost of living index 
subsequent to October 1, 1941. All adult male work- 
ers and all other workers earning $25 a week or over 

10Order in Council P.C. 8253. 


144 THE CONFERENCE BOARD 


April, 1949 


were to receive a $.25 weekly increase in salary for 
each one-point increase in the cost of living index. 
Male employees under twenty-one years of age and 
all female employees earning less than $25 weekly 
received 1% of their basic weekly wage rate for each 
one-point increase. Workers earning $3,000 or more 
annually were to receive no bonus. It was hoped, in 
this manner, to diminish the spiral effect of a wage 
rise on the cost of living. 

The first bonus adjustment, effective as of August 
1, 1942, granted a weekly wage increase of 60 cents 
to meet the 2.4 point rise in the cost of living index 
between October, 1941, and July, 1942. A further 
rise in the index of 0.7 point by November 1 indi- 
cated that another bonus payment would probably 
be necessary by December. 

“The board was struggling with so great a complex- 
ity of pressures, squeezes, rollbacks and subsidy prob- 
lems that it felt that it could not handle the added 
problems of a further rise in wage costs. It there- 
fore recommended that the prices of certain basic 
foods be reduced by subsidy payments.”! In Decem- 
ber, 1942, consumer prices of fluid milk, tea, coffee, 
and oranges were reduced. The net effect was to re- 
duce the cost of living index by nearly two points at 
a cost of about $30 million a year in subsidy pay- 
ments. A second and final bonus payment of $.35 
a week was made in November, 1943, because of 
an increase of over one point in the cost of living 
index between July, 1942, and October, 1943. 


APPROACH TO FULL WAGE FREEZE 


A new phase of the wage control program was in- 
augurated on December 9, 1943, when, in spite of 
some pressure by labor for a general upward revision 
of wages, wartime wages control order P.C. 9384 
was issued. With its amendments of March, 1944, 
this order incorporated the existing cost of living 
bonuses into the regular wage rates. The Prime 
Minister explained the reason for the change as 
follows: The payment of cost of living bonuses at 
various scales had given Canada a complicated struc- 
ture of wages and bonuses. These complications had 
proved a constant source of misunderstanding and 
friction. The policy of the government that all prac- 
ticable measures would be taken to keep the cost of 
living at a stable level would occasion no necessity 
for additional cost of living bonuses. No further 
bonuses, therefore, were to be paid. The official be- 
lief was that by holding the cost of living at a stable 
level, a more adequate safeguard of the basic stand- 
ard of living would be provided than by paying addi- 
tional cost of living bonuses. Adjustments were 
allowed only when necessary “to rectify a gross in- 
equality or gross injustice.”? In an effort to prevent 


1K. W. Taylor, op. cit., pp. 92-93. 
*See statement by W. L. Mackenzie King in the Labour Gazette, 
December, 1943, p. 1593. 


increased prices, the Canadian National War Labor 
Board was directed to pay particular attention to the 
employer’s ability to pay an increase without an in- 
crease in price. “During the remainder of the war, liv- 
ing costs as measured by the official cost of living 
index remained stable; wages rose more slowly than 
previously, and no further changes were made in wage 
controls.”! (See Chart 1.) 


MAN-POWER CONTROL 


Canada stressed the desirability of controlling costs 
through the maintenance of a rigid wage structure. 
This rigidity, however, did not permit wages to act 
as an incentive to labor mobility. When wage pre- 
miums cannot be used to draw labor to war-shortage 
areas, other methods must be employed. No substi- 
tute mechanism other than man-power controls has 
yet been developed to assure an adequate distribu- 
tion of labor when wages are held constant. “Earnings 
must still continue to provide an incentive to output 
and proper labor mobility. The only real alternative 
to the utilization of earnings to facilitate the transfer 
of labor is requisitioning for specific uses.”? 

Man-power controls were a necessary factor in the 
total plan for other reasons. First, in conjunction 
with the wage freeze, controls were needed to prevent 
workers from repeatedly transferring to other jobs 
at higher pay. Without such controls, labor turnover 
becomes a major problem. Second, perfect mobility 
of labor, even under normal conditions, does not exist. 
Because of the social and economic costs involved, 
people do not readily move from one geographic area 
to another. The payment of transportation charges 
and provisions for housing made by the government 
for workers moving to areas of labor shortage helped 
to increase mobility. Third, persons not normally a 
part of the labor force were brought in to increase its 
size; e.g., retired men, housewives, etc. 

In August, 1940, a national registration to deter- 
mine available man power was conducted, compulsory 
military training was introduced and a special war- 
time training program was developed. In October, 
1940, the Inter-Departmental Committee on Labor 
Coordination was established to coordinate the work 
of all government agencies with respect to labor 
supply. In November, 1940, employers were pro- 
hibited from soliciting the services of skilled workers 
already engaged in war industries. In an effort to 
increase the mobility of labor, provision was made in 
August, 1941, to defray part of the expense incurred 
by workers in moving from one locality to another ac- 
cording to the labor needs of war industries. A list 
of restricted occupations was drawn up early in 1942 

1J. Mintzes, “Canada: Wage Trends and Wage Policies, 1989-47,” 
pe 7 Department of Labor, Monthly Labor Review, October, 


*Ric A. Lester, “Effects of the War on Wages and Hours,” 
American Economic Review, March, 1948, Part 2, p. 225. 
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which no physically fit man of military age could 
enter without permission. Labor shortages in agri- 
culture were met by prohibiting persons wholly or 
mainly engaged in agriculture from entering other 
employment and steps were taken to facilitate the 
transfer of persons with technical training to war 
jobs. In June, 1942, hiring through government em- 
ployment offices was made mandatory except for 
agriculture and certain other specified industries. 


LABOR ALLOCATION 


The national selective service regulations of Au- 
gust, 1942,’ established a classification of occupa- 
tions, industries, firms, or establishments, according 
to the degree of their essentiality for defense, for the 
efficient prosecution of the war and for civilian needs. 
This classification was the basis of a labor priority 

1Order in Council P.C. 7595, August 26, 1942. 


THE PATTERN OF MAN-POWER CONTROL 


The government to carry out its labor regulation policies 
operated an employment service and instituted surveys of 
man-power resources. 


(1) Employers were required to advise employment and 
selective service offices of their desire to engage or lay off 
employees. Seven days’ notice had to be given either by the 
employer if it was his intention to fire an employee or by an 
employee if it was his intention to quit. 

(2) A permit was required of all workers, regardless of age, 
to seek or enter employment. 


(8) Employers were required to report employment 
vacancies. 


(4) Agricultural workers were frozen. 


(5) Unauthorized advertising for labor or employment 
was prohibited. 


(6) Selective service officers could direct a person to report 


for an interview or direct an unemployed or partially unem- 
ployed person to accept specified employment. Allowances 
were made by the government, including travel expenses, for 
persons who were directed to accept or change employment. 


(7) Employers were required to notify the employment 
service of any surplus workers in their employ. 


(8) Any person from sixteen to sixty-five years of age had to 
register for work if not gainfully occupied for seven consecutive 
days. This did not include students, housewives and clergy. 


(9) A labor priority schedule consisting of four priority 
classifications was introduced in order to indicate the relative 
essentiality of various occupations and industries in reference 
to the war effort. 


(10) All persons sixteen through forty could be compulsor- 
ily required to accept alternative employment. 


(11) Persons over sixteen years of age were prohibited from 
leaving Canada with the intention of seeking or entering em- 
ployment, unless they had first obtained a labor exit permit 
from a selective service officer. 


schedule indicating the priorities according to which, 
so far as feasible, the demand for labor by industry 
should be filled. This classification system was a pre- 
requisite to the allocation of man power in keeping 
with the relative essentiality of industries and the 
changing production requirements. It thus became 
possible to refer available labor to the highest priority 
vacancy for which it was suitable or qualified. Other 
regulations included the following. 

Transfer of workers from one job to another was 
restricted. An employee had to give seven days’ 
notice of intention to quit and had to obtain a permit 
before he could be interviewed for another job. Local 
selective service officers could order a person unem- 
ployed for seven days to take a job, partially em- 
ployed persons to take full-time jobs, and youths of 
sixteen years through eighteen years to take specific 
jobs. These latter regulations were not strictly en- 
forced except when acute labor shortages developed 
in certain areas. Men rejected for military service 
could be transferred from nonessential to essential 
industries. 


Further Steps Taken 


The next step and a major development in the 
tightening of labor regulation was the enactment of 
the compulsory employment transfer orders of 
1943. These orders, based upon the industry priority 
regulations of 1942, were issued for the purpose of 
directing workers from certain specified occupations 
and industries of a low-priority rating into work 
essential to the war effort. These regulations were 
amended in August, 1943, to cover all men, single or 
married, between the ages of sixteen and forty, inclu- 
sive. Emergency situations in various industries and 
geographical locations were met by directing labor 
to accept specified employment in these critical areas. 

A policy of avoiding compulsion as far as possible 
seems to have been followed in the administration 
of the orders. They were strictly enforced only in the 
periods of most acute labor shortage. Between the 
inception of these orders in 1943 and March, 1945, 
there were 278,652 men registered and interviewed. 
Of these, transfers were effected for only 18,250 under 
compulsory transfer orders and for 8,706 rejects from 
military service. 

Certain factors must. be taken into consideration 
when evaluating the relatively small number of com- 
pulsory transfer orders enforced. A large part of the 
physically fit male population had already been called 
into service. In addition, ex-servicemen were exempt 
and a number of citizens were ineligible because of 
domestic and financial responsibilities. The need for 
permits to enter low-priority employment had already 
curtailed the group available for transfer and the 
need for maintaining certain skills even in low-pri- 
ority activities further restricted the available group. 
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Probably the most important result of the com- 
pulsory transfer orders was that they tended to in- 
crease the voluntary movement from low- to higher- 
priority industry, labor preferring to exercise some 
degree of choice in its movement. 

The number of wage and salary workers in war in- 
dustry! in Canada increased nearly 700,000 from 
April 1, 1941, to its peak of 1.1 million in the same 
month of 1943. During this same period, the number 
of wage and salary workers in civilian industry de- 
creased 230,000, or 12%. War industries, in addition 
to a shift from civilian industries, drew labor during 
this period from farms, previously unemployed per- 
sons, students, and women from homes. (See Chart 2 
and Table 2.) 


WARTIME WAGE TRENDS 


Average hourly earnings? in Canada rose about 
64.5% between 1939 and 1945. This compares with 
a 62% increase in the United States during the same 
period. (See Table 3.) These increases represented, in 
addition to cost of living supplements and a rise in 
substandard wages provided by wartime wage orders, 
longer hours at premium pay, increased production on 
a piece-work basis, upgrading and promotions, a gen- 
eral shift (in the early period) from lower- to higher- 
paid occupations, and a diminished gap between the 
wages of female and male workers. 

Between 1939 and 1945 the index of wage rates in 
manufacturing,® which is not affected by many of the 
above items, increased 46.5%.* 

In the period from 1942 through 1945, when wage 


1Includes employment on direct and indirect war production and 
construction, and the war content of employment in ancillary 
industries. 

*Average hourly earnings are based upon an analysis of pay rolls 
covering one week in the month of highest employment. It is a 
gross maximum hourly wage figure which includes all forms of 
premium pay. 

°The index of wage rates represents straight-time wage or salary 
rates as well as the equivalent straight-time, piece-work earnings for 
each occupation, excluding executive personnel. The rates do not 
include the value of any allowances to employees, such as free trans- 
portation, uniforms, times reported but not worked, group insurance, 
etc. The index of wage rates was not significantly affected by changes 
in the relative importance of various industries. During the war 
years variable weights based on employment data were used to com- 
bine the indexes for certain subgroups of industries in order to take 
into account the effect of shifts in employment, particularly in such 
industries as shipbuilding and aircraft manufacture. Varying weights 
were also used in the combination of major industry groups such as 
manufacturing, mining, construction, ete. Tests using a complete 
set of constant weights indicate, however, that for this period the 
differences were slight. In 1944, the index number for the general 
average as published using the variable weights was 137.9, as com- 
pared with 136.1 using constant weights since 1939. This difference 
of 1.8 points is the largest during the period of 1939 to 1946. Wage 
rates are for males unless otherwise designated. They are not affected 
by changes in shift differentials or in overtime or other premium 
payments. They are affected, however, by upgrading or down- 
grading within an occupational rate range. 

‘No comparable data are available in the United States previous 
to 1941. Wage rates in manufacturing in Canada increased 27.2% 
between 1941 and 1945, while urban wage rates in manufacturing 
in the United States, roughly comparable with the Canadian wage 
rate series, increased 33.7% between January, 1941, and October, 1945. 


stabilization was in effect both in Canada and the 
United States, average hourly earnings rose 25% in 
Canada and 20% in the United States. The reason 
for the slightly larger increase in Canada may be at- 
tributed in some measure to the heightened emphasis 
in Canada upon manufacturing and the tremendous 
swing to higher-paying industries. 


LESSONS OF CANADIAN EXPERIENCE 


Under the pressure of wartime demands there is a 
strong tendency for wages to rise. The supply of 
labor is decreased by the transfer of men to the armed 
forces. The demand for labor is increased by the ex- 
pansion of production for war purposes. The resulting 
tendency for wage rates to rise is strengthened be- 
cause in many types of war production the employer’s 
normal incentive to resist wage increases tends to 
disappear. The government becomes the country’s 
largest buyer, and in government contracts increases 
in wage rates are absorbed by the purchaser. In 
many instances, therefore, employers are willing to 
adopt a liberal wage policy since higher wage costs 
result either in higher prices paid by the government 
on war orders or in lower excess-profit taxes. 

On the other hand, the cost of living tends also to 
rise. Through full employment, higher wage rates 
and frequent overtime, the money earnings of wage 
earners increase. Output of civilian goods and serv- 
ices, meanwhile, does not increase so rapidly as in- 
come and the prices of these goods and services tend 
to rise faster than income. The increased cost of liv- 
ing stimulates further demands for increased wages. 
The spending of increased earnings, unless the pro- 
duction of civilian goods and services can be propor- 
tionately increased, pushes the cost of living still 
higher and a race starts between wage rates and the 
cost of living. In this race, previous experience has 
shown that the cost of living tends to increase faster 
than wages. 

During inflationary periods, not only does a serious 
reduction in the purchasing power of wages of the 
average worker take place, but the reduction in the 


Table 3: Index of Average Hourly and Weekly 
Earnings in Manufacturing Industries, Canada 
and United States 


1939=100 


Sources: Canadian Department of Labor; United States 
Bureau of Labor Statistics 
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standard of living is distributed very unevenly. “The 
more inflation grows, the more inequitable becomes 
the distribution of goods. As prices rise, people with 
low incomes, or those with fairly rigid incomes which 
do not respond to higher prices, obtain a declining 
proportion of the limited supply of goods made avail- 
able in the war.” One serious evil of inflation lies in 
such unplanned and inequitable differences in the 
sacrifice imposed on various groups in the community. 

Control of prices may check the rise in cost of living, 
and profits can be restricted and taxed. But unless 
large creases in wage rates are prevented, an anti- 
inflation program is largely defeated by the inflation- 
ary pressure of wage increases. 


Table 4: Average Hours Worked per Week in 
Manufacturing Industries, Canada and 
United States, 1939-1945 


Sources: Canadian Department of Labor; United States 
Bureau of Labor Statistics 


Period Canada United States 
Lilsto., eS See eee ee ae 47.2 87.7 
ENECT senate tenet klbchaeieli an Stale tae ae 50.1 38.1 
TAMERS ETN Ho Dh dit bs coieuehe oe 5 50.6 40.6 
DAPRMP Ree Fico) «. 5 Sidistshewitie cuticle acne 50.2 42.9 
PR ORMMEOIETS So soio. G0 cv chs aiaitins a steca x 4 ae 48.3 44.9 
EMPRESA SEC cs ks vik ma cins sales Bele 308 47.5 45.2 


LOUIS 0 0 URE See eee iss 6S cee 43.3 43 . 4 


Table 5: Index of Real Hourly Earnings in 
1935-1939 Purchasing Power 


Sources: Canadian Department of Labor; Dominion Bureau 
of Statistics; United States Bureau of Labor Statistics 


Canada United States 


Year Real Hourly Real Hourly 

Earnings Earnings 
DOSS Lh) sr ynith wm x Bidjecc « Sys rio Slo pate + 100.0 100.0 
JO 2 er een 101.0 103.6 
IMEEM ere a eile as Gee ctv ot oe oes 105.5 108.8 
ARNE Herd 5 Chay Six ah/a ah ase aatel ppm. coves, 6 114.4 114.9 
DTC aS en een ee 193.1 122.1 
EM coy apni « Gy eipiin SoA a pjee =: 132.2 127.5 
SMM ini 31 <3 5) 2a aero. 3 0 ee aya anes 134.6 125.1 


The end of economic planning for war is to ex- 
pedite the most efficient utilization of resources to- 
ward winning the war. The objective of wage control, 
as part of an over-all economic plan, is to help win 
the war at a minimum cost. Since wages and salaries 
make up the largest sector of national income, any 
uncontrolled spiral of wage increases will add impetus 
to existing inflationary tendencies. Wages must, 
therefore, be controlled. 

Several lessons can be learned from Canada’s ex- 
perience. 


1. The state of the economy just previous to mo- 
bilization may dictate the need for and extent of 
control at the outset. Canada in 1939 had a rela- 


1Seymour E. Harris, “Inflation and the American Economy,” 
1945, p. 6. 


Table 6: Selected Canadian Economic Indicators 
for Selected Years 


Sources: Dominion Bureau of Statistics; Canadian Depart- 
ment of Labor 


Index Numbers, 1939=100 


Index of Gross Na- 

Industrial Cost of Wholesale Index tional Prod- 

Year Production Living Price of Em- uct at Mar- 

(Seasonally Index Index ployment | ket Prices 

Adjusted) (3000,000) 
TOG ea: ce 78.3 120.0 132.6 87.4 92.8 
19205: eeu: 99.5 119.9 126.8 104.5 106.4 
1933... 60.1 93.0 89.0 73.2 62.0 
1937... 98.8 99.7 112,23 100.2 94.3 
TOSS eer 93.4 100.7 104.2 98.2 92.3 
1939... 100.0 100.0 100.0 100.0 100.0 
D940 2 oe 3 8 «. 119.1 104.0 109.9 109.0 121.0 
1941... 143.8 110.0 119.4 VSS oF 150.7 
1942... 169.5 115.3 126.8 152.5 187.7 
1943... 181.7 116.7 132.6 161.6 201.8 
1944... 181.9 a oN) 135.9 160.7 212.3 
1945... 161.3 be IN Ae i 137.4 153.7 209.6 
1946), 25 145.7 121.8 144.2 152.1 211.9 
1947... 160.6 138.5 171.2 165.0 238.9 


tively large portion of her labor force unemployed. 
The government felt that a reasonable expansion 
could be allowed without the danger of undue infla- 
tion. Wages, therefore, were allowed to increase as an 
incentive to draw potential workers into the labor 
force. Between 1939 and 1941, the following changes 
occurred: 


Item Per Cent 
Wage rates (manufacturing)...................-..... +15.2 
Average hourly earnings (manufacturing...............  +16.1 
Average weekly earnings (manufacturing).............. +93.9 
Gostion Myin gn dee. aia cre a cist Sia ci 28 a, 5 sla ad «ol +10.0 
Wholesale. price undexre ee moe css theses clon sen tie oe +19.4 


Industrial employment! increased over 460,000, or 
almost 40%, from the beginning of hostilities in Sep- 
tember, 1939, to September, 1941, reaching a total 
of 1,628,000 on that date. On April 1, 1939, 43.3% of 
the Canadian population, fourteen years of age and 
over, were either in the armed forces or gainfully occu- 
pied. Two years later, this figure had risen to 48.7% 
of the adult population. 

If Canada, in 1939, had been at or near full em- 
ployment, this type of stimulus to expansion of the 
labor force would have been impossible. To avoid in- 
flation, some sort of labor control would have been 
immediately necessary... 

2. Canada, late in 1941, was faced with two prob- 
lems. First, inflationary pressures were on the increase. 
Second, though the incentive of increased earnings 
had drawn workers into the labor force, it had not 
made for the optimum distribution of labor. It was 
then that Canada instituted the entire series of con- 
trols—wage freeze, price and man-power. 

3. In a strict sense, during the period that wage 
rates in Canada were tied to a cost of living index, 


1Includes manufacturing, logging, mining, construction and main- 
tenance, services and trade. 
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they were not actually frozen. Increases in the cost 
of living were followed by wage bonuses, aggravating 
the inflationary pressure by further increasing costs. 
The question of whether labor was to maintain its 
standard of living at the cost of increased inflationary 
pressure was for the time being seemingly answered 
in the affirmative. The Canadian Government 
abandoned this policy late in 1943 when a complete 
wage freeze was initiated. It attempted to halt the 
rise in the cost of living index by use of subsidy pay- 
ments. Increasing reliance was placed upon those 
payments to keep the cost of living, and therefore 
wages, down. Subsidies in connection with restrain- 
ing further rises in the cost of living index increased 
steadily from $3.2 million in 1942 to almost $150 
million in 1945. 

The moderate 8% rise in the cost of living index 
from 1941 through 1945 was an indication of the 
success of this program. The increase in the cost of 
living in the United States during the same period 
amounted to 22.1%. 

4. One of the basic indications of the effectiveness 
of a wage freeze is the amount of increase in wage 
rates. Wage rates of male wage earners in manufac- 
turing show a rise of 27.2% from 1941 through 1945. 
Average hourly earnings of all wage earners during 
this same period, however, increased 41.7%. This in- 
dicates that a significant portion of the increase in 
average hourly earnings of male workers during this 
period was due to increases in wage rates. The rest 
was due to shifts on the part of employees to higher- 
paying industries, upgrading, increased overtime, pre- 
mium pay, extra shifts at premium pay, changes in in- 
dustrial composition, etc. 

It is evident that controls of wage rates alone are 
not sufficient to regulate the multitude of other 
factors which contribute to the size of the weekly 
pay check. Average weekly earnings, which are influ- 
enced not only by factors affecting average hourly 
earnings but also by hours of work (see Table 4), 
represent potential inflationary pressures. The prac- 
tical alternates available are to control all the 
factors making for higher weekly earnings or to tax 
heavily and absorb the inflationary potential. Canada 
chose to tax, since control of weekly earnings is im- 
possible without cutting production. 

5. The greater the productive effort in relation to 
available resources the greater will be the problems 
and dislocations within the economy. Canada’s suc- 
cess in freezing wages must also be measured in re- 
lation to the intensity of her effort. Between April 
1, 1939, and April 1, 1944, there were 1,429,000 persons 
or 40% added to that part of Canada’s population 
which was in the armed forces or gainfully occupied. 
(See Chart 1.) In the four-year period the index of 
industrial production had risen 82%, the manufactur- 
ing component of that index had risen 104.4% and 


the gross national product of Canada had more than 
doubled. 

6. In relation to the productive effort involved, 
Canada seems to have been fairly successful with 
over-all control of her economy. Earnings rose sig- 
nificantly although wages were controlled. The cost 
of living, however, was kept down, leaving real earn- 
ings on a higher plane than prewar. In fact, the real 
hourly earnings of all wage earners in manufacturing, 
in terms of 1935-1939 purchasing power, increased 
27.6% from 1941 to 1945 and 34.6% from 1939 to 
1945.1 (See Table 5.) 

Canada’s experience revealed that a wage freeze 
is, and must be, merely one segment of an over-all 
plan of control which includes price regulation, ration- 
ing, man-power controls and allocations. But the 
freeze was an important factor in restraining the 
spiral of wage and price increases which hamper 
effective development of a war economy. 


Martin STOLLER 
JosePH §. ZEISEL 
Division of Business Economics 


1Real hourly earnings in the United States increased 15. ie from 
1941 through 1945 and 25% from 1939 through 1945. 


"4.8 Break-even Point Below °40 


“In the first nine months of 1948, our break-even point 
was 7,788 sales units per month, almost the same as in 
1940. However, in this latter period our total sales were 
at the rate of 18,953 units a month. So in the first nine 
months of 1948 we have built and sold about 8,000 units 
to break even and 11,000 units on which we have made 
a profit. 

“The significance of these figures is brought out by the 
following tabulation: 


Average per Month 
Total Units Required Profit-making 


Units, to Break Even Units Sold 
First 9 months of 1948..... 18,953 7,788 11,165 
1940 ee 9,959 7,834 2,125 
Per cent increase.......... 90 ees 425 


“The tabulation points out that although total units 
as between 1940 and the first nine months of 1948 increased 
at the rate of only 90%, profit-making units increased at 
the rate of 425%, This ratio of 4 to 9% in 1948, com- 
pared with 4 to 5 in 1940, between nonprofit and total 
sales, is more significant than any other comparison between 
the two periods and, I believe, makes it clear that our 
greater margin of profit in 1948 was principally the result 
of increased volume.”—Statement of H. S. Vance, chair- 
man and president, The Studebaker Corporation. “Corpor- 
ate Profits,’ Hearings Before the Joint Committee on the 
Economic Report, Congress of the United States, Eightieth 
Congress, Second Session, page 244. 
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Break in Cotton Consumption 


URRENT rates of cotton consumption are 11% 
below those of last season. Only 4.8 million bales 
were consumed in the seven months since the start 
of the cotton crop year through February, 1949, as 
compared with 5.4 million in the previous period. 
The best postwar record for these months was made 
in 1947, when 6.1 million bales were used. Present 
rates, therefore, are 20% below the recent peak. 
The decline since a year ago appears to have been 
a bit more severe in the northern than in the southern 
sectors of the industry, although both have lost 
ground. Consumption in the cotton-growing states 


Cotton Exports and Domestic Consumption 
Source: Bureau of the Census 
Thousands of Running Bales 
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is 10% below last year; consumption in the New Eng- 
land states has fallen 19%. 

While home consumption has declined below last 
season, exports have picked up. In the six months 
through January, shipments abroad more than 
doubled from 902,000 bales a year ago to 1,884,000 
bales. This increase has been registered for nearly all 
sectors of the world. The continuing revival of foreign 
textile industries plus ERP financing is probably 
mainly responsible. The sharpest increase in exports 
was to Italy, with a fifteenfold rise. Of the major 
countries, only Japan has been taking less United 
States cotton: 204,000 bales this season as against 
365,000 last season. Canada, China, and other non- 
European countries have increased their imports. 
(See chart.) 

Our present exports were almost as great in the last 
six months as the total for the entire crop year 1947- 
1948, when not quite 2 million bales were shipped. 
This year’s total appears to be heading toward the 


3.5 million level of the first two postwar seasons and 
may exceed it. 

Imports for the six months through January 
were behind the previous season, since these tend to 
move with domestic consumption. They total 138,- 
000 bales as against 181,000 last year. Of the major 
sources, only Egyptian imports were holding to last 
season’s level. Imports from India, Mexico, Brazil, 
and Peru were down sharply. 


CARRY-OVER HIGHER 


Although exports have increased more than con- 
sumption has dropped, the carry-over on July 31, 
1949, will be well above that a year ago because of 
the larger crop. The crop for this season is estimated 
at 14,540 million bales,1 which, plus last year’s carry- 
over of 3.1 million bales and an allowance for imports, 
equals a supply of about 17.9 million bales. If con- 
sumption in the March-July period is, for illustrative 
purposes, assumed to equal last year’s and if the cur- 
rent rate of exports is maintained, disappearance 
would equal about 12.5 million bales. This would 
leave a carry-over in the neighborhood of 5.4 mil- 
lion bales.2 Such an amount would not be anywhere 
near the extremely heavy carry-overs of the late Thir- 


‘Last season’s was 11,557 million running bales, an increase of 26%. 
*TIn point of fact, this may be a minimum level, since actual March- 
July consumption may well turn out to be less than last season’s. 


Cotton Crop and Carry-over, 1929-1948! 
Source: Bureau of the Census 
1,000 Running Bales 
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ties and the war period, or the large post-1929 stocks. 
Nevertheless the carry-overs have been steadily ris- 
ing from the low point of July, 1947. (See table.) 

The decline in consumption may be indicated by 
the data on yardage output during the third and 
fourth quarters of 1948. Total production during that 
period equaled 4,518 million linear yards. In the same 
six months of 1947, output reached 4,878 million 
linear yards. The decline equals 7%, indicating that 
the lessened consumption has not been primarily a 
matter of shifting to fabric with lower raw cotton con- 
tent. 

Average hours worked in cotton mills have, in con- 
sequence, declined. In December, 1948, average hours 
in northern mills were 36.6, and 37.7 in the South. 
In December, 1947, the same figures were 41.7 and 
41.0 hours, respectively. Data for March, available 
for northern mills only, mdicate that hours then 
were roughly the same as in December. 


EMPLOYMENT DOWN 


Total employment in the industry from January, 
1948, to January, 1949, declined from 523.6 million to 
494.9 million, or 5%. In northern mills, employment 
declined 14% from March, 1948, to March, 1949. 

Part of the drop in cotton activity reflects a lower 
rate of United States exports of cotton textiles. Ship- 
ments abroad during the last six months of 1948 


reached 455 million square yards as against 767 mil- 
lion square yards in the same period a year ago. Ex- 
ports during the first six months were 485 million 
square yards, a total of 940 million square yards 
in 1948 as against 1,481 million square yards in 
1947, 

Raw cotton prices have reflected the general down- 
trend in the cotton economy. Cotton spot prices! at 
the end of March ranged about 32.6 cents per pound. 
A year ago they were 34.2 cents. 

Recent developments in the closely allied rayon 
industry have paralleled the trend in cotton manu- 
facturing. Stocks of finished goods which piled up 
during the first quarter of this year quickly resulted in 
production cutbacks and price changes. 

Prices of finished goods were estimated to have de- 
clined between 40% and 50%, while gray goods drop- 
ped about 25%. Several producers of acetate staple 
fiber posted price reductions of about 1242% and 
reduced production schedules were announced. 

As far as can be determined from late information, 
it appears that employment in rayon weaving mills 
has, on the average, held up. The first reaction was 
a cutback in hours, which may have been reduced as 
much as 10% in March from a year ago. 


Lawrence A. MAYER 
Division of Business Economics 
1Ten-market average; 15/16 middling. 


Business Forecasts 


C. S. J. Trench, editor, American Metal Market (in an 
address to Metal Dealers Division, National Association 
of Waste Material Dealers, Chicago, March 21) —‘A reces- 
sion from the feverish activity of the last two years should 
be healthy and I don’t think there is any justification for 
feeling that we may slide into a depression.” 

United States Savings and Loan League (Quarterly Letter, 
March) —“At the present time there is a reasonable pros- 
pect for the continuation of personal incomes throughout 
the year at or near present levels.” 

National Association of Purchasing Agents (Bulletin, 
March 30)—‘“The year-end decline in industrial activity 
has definitely lost momentum . . . the indicated trend is 
for industrial business to level off and improve.” 

Evans Woollen, Jr., president, American Bankers Asso- 
ciation (American Bankers Association, National Consumer 
and Installment Credit Conference, March 29)—Business 
conditions “justify neither optimism, rigid complacency, nor 
pessimism. Instead they call for a high degree of alert- 
ness, flexibility and adaptability.” 

Robert A. Taft, Senator (Press report March 29)—“I 
think it is better to let prices taper off than to try to sup- 
port the economy artificially at this time. If we try arti- 


ficial supports, the time may come when we can’t go on 
with them and then there would be a crash. If prices go 
down gradually, I don’t think we'll have that crash.” 

John W. Snyder, Secretary of the Treasury (news con- 
ference, March 30)—The outlook is for “continued pros- 
perity. For the last three years it has been our aim and 
goal to halt inflation and adjust prices. Now when we are 
approaching the outer fringes of accomplishing that goal, 
I see no need to get panicky.” 

Edwin B. George, economist, Dun & Bradstreet, Inc. (in 
address to National Shoe Manufacturers Association, March 
7)—“The last half [of 1949] could be slightly stronger 
than the first half, if several uncertainties are resolved in 
favor of strengthened demand. . . . (1) no increase in 
federal income taxes, corporate or personal, (2) that Fed- 
eral Government will begin large-scale refunding of GI life 
insurance premiums next summer, (3) that a beginning is 
made in expenditures for Western European armament and 
(4) that any revision or extension of Social Security taxes 
will not take effect before the beginning of 1950. 

If all factors work the other way, the last half and espe- 
cially the last quarter of the year might easily be $5 billion 
or more below the second quarter figure [of 255 billion].” 
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(Gross national product, last quarter 1948—$265 billion.) 

Roger W. Babson, economist (Commercial and Financial 
Chronicle, March 10)—“The Panic of 1873 was due to 
overreaching by the railroad barons of that day; the panic 
of 1893 to the overextension of western farm loans; the 
panic of 1913 to the overexpansion of industrial trusts; 
and the panic of 1988 to the collapse of our banking system 
following the stock market break of 1929. The next panic 
will be due to the overreaching of labor and a collapse of 
the present union leadership.” 

Walter F. George (Dem.-Ga.) chairman, Senate Finance 
Committee (March 29)—‘There is but one thing that will 
bring a sizable depression to the United States. That would 
be to add to the already heavy burden of taxes an increase 
of $4 to $6 billion.” 


Edwin G. Nourse, chairman, Council of Economic Ad-. 


visers (in address to Executives’ Club, Chicago, March 18) 
—‘With the volume of unsatisfied wants among consumers 
and the propensity to spend shown by steadily employed 
Americans, 1949 should show a sustained volume of con- 
sumer spending and hence an employment only very mod- 
erately below last year. Production [should be] even higher 
and prices adjusted to a better structure and a level some- 
what, but not seriously below, the peaks of 1948.” 


Construction _ 

Roy Wenzlick & Co., real estate economists (As I See, 
March 24)—‘‘The most probable movement for real estate 
activity will be a continuation of this downward trend, as 
it certainly does not appear at the present time that the 
cycle is complete. In accordance with past experience there 
is a possibility that as we reach the normal line a sideways 
movement might take place for a period of anywhere from 
one to three or four years, followed by a continuation of the 
downward trend. If this pattern is correct, we could be ex- 
pected to hit the lowest point of real estate activity some 
time around the middle Fifties.” 

Thomas S. Holden, president, F. W. Dodge Corporation 
(In address to Senate Banking and Currency Committee in 
behalf of the Commerce and Industry Association of New 
York, February 16)—“The acute postwar housing shortage 
is very nearly, if not quite, over. At least, housing is defi- 
nitely entering a buyers’ market phase.” 

House Appropriations Committee Report on Army Civil 
Functions Bill (H.R.3734) (March 23)—“It seems most 
likely that a downward trend in [construction costs] will 
continue and become more pronounced during the fiscal year 
of 1950. The committee has made a reduction of 15% in 
the items for construction in this bill [original estimates 
last summer]. There is no assurance of course that con- 
struction cost will decline as much as 15% during the en- 
suing fiscal year. However, the committee, in view of 
present trends in cost, does not feel that it should appro- 
priate at a higher level.” 

Charles E. Devlin, managing director, Douglas Fir Ply- 
wood Association (in address to New York Society of Secur- 
ity Analysts, March 23) —The plywood industry expects to 
sell 2.1 billion square feet of plywood this year valued at 
$200 million, compared with 1.9 billion square feet sold last 
year, valued at $210 million. 

J. P. H. Perry, vice president, Turner Construction Co. 
(in address to American Society of Civil Engineers, March 


8)—“Broadly, we would say that the building cost trend 
may vary up or down 5% from today’s price level. . . 
However, it may be that we are a bit on the optimistic 
side.” 


Other Industry Forecasts 


Republic Steel Corp. (annual report, March) —“Barring 
serious interruptions to production, it seems likely that pro- 
gressively easier supply-demand conditions [steel] will 
exist, with a probable balance being achieved in the later 
months of the year.” 


Ernest T. Weir, chairman of the board, National Steel 
Corporation (annual report, March)—‘“The year 1949 
started off with a continuing strong demand, but there is 
evidence that we have gone over the top. We may have 
business requiring full operations over the first six months, 
but I could not make this prediction for the latter part of 
the year. . . . By next January 1, the steel industry will 
find itself again in what might be termed its ‘normal’ con- 
dition of being overbuilt.” 

J. A. Krug, Secretary of the Interior (letter to Senator 
Connally, April 1)—‘Additional domestic productive ca- 
pacity [of oil] in the United States and other accessible 
supply areas is not believed to be adequate, should the 
nation find itself in a major conflict.” 

(Statement by Mr. Krug before the Joint Committee on 
the Economic Report, February 11)—‘Despite a 10% in- 
crease in electric power output in 1948 over 1947, it is 
reliably estimated that the nation in 1949 is still as much 
as 10% short of the electric energy that users are de- 
manding.” 

J. R. Davis, vice president, sales and advertising, Ford 
Motor Company (in address to Sales Executives Club of 
New York, March 15)—“The automobile industry could 
sell between 5.5 and 6 million cars and trucks this year, if 
they could be produced; 10% more than . . . in 1948. I 
stress the word sell because . . at least 50% of these 
vehicles would have to be sold.” 

C. W. Kelsey, president, Rototiller, Inc. (press statement, 
March 28)—“Sales of power gardening equipment will hit 
an all-time high during 1949. . . . Sales this year should 
hit the half-million unit mark,’ compared with 160,000 
last year. 

Phillip Lyons, general sales manager, Pictsweet Foods, 
Ine. (frozen food convention, March 6)—‘The outlook for 
frozen foods during 1949 is very favorable for the entire in- 
dustry. Those packers who produce a good product and 
who advertise and merchandise it properly will have a 
good year.” 

Celanese Corporation of America (annual report)—“The 
company would appear to be in an advantageous position 
to meet conditions of more intensified competition, should 
they arise. However, we foresee another good year ahead.” 

John K. West, vice president, in charge of RCA Victor 
Public Relations (in address to American Management 
Association, Conference on Marketing, March 17)—“The 
industry will produce over 2 million television receivers 
this year. . . . Television in 1949, only its third full year, 
should account for business activity totaling over a billion 
dollars.” 


R.N. 
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Business Highlights 


EADJUSTMENTS continue to spread through- 
out the economy, but the rise in unemployment 
appears to be halted. Prices are softening in each 
major commodity group and manufacturers are hold- 
ing commitments to a working minimum. This cau- 
tion of the manufacturers, as well as the wholesalers 
and retailers, has been instrumental in a decline in 
business loans. The volume of new corporate flota- 
tions is also well below a year ago. The Federal Re- 
serve Banks have been selling government bonds to 
help supply investments for superabundant funds. 
The seasonal rise in retail sales has not been im- 
pressive. 

Business expects to spend about $18 billion this 
year, or only about 5% less than in 1948, for new 
plant and equipment. During the first half, these 
investments are expected to exceed those of a like 
portion of the year before but are expected in the 
second half to shrink from $10,240 million to some- 
thing like $8,850 million, or about 14%. 


UNEMPLOYMENT RISE HALTED 


Unquestionably the most important development 
during the past month has been the halt in the climb 
in unemployment. The number of jobless on March 12 
was 3,167,000, according to the Bureau of the Census. 
This is slightly below the 3,221,000 on February 12. 
Employment figures rose almost 500,000 over the 
same period. This was the first employment increase 
since last July. As of March 12, the total of job 
holders was 57,647,000—which compares with 57,- 
168,000 in February and with 61,615,000 last July, 
the peak month. 

In addition, there is further evidence that the 
mounting unemployment tide is turning, as indicated 


Table 1: 


Initial Claims for Unemployment 
Compensation 
Source: Federal Security Agency 


Week Ended? 1949 


338,677 


1948 


seanuary Lt ates. cca ene veleaie 194,228 
Biche cena cane feats Sa Wee hoe 415,049 271,115 

15.. 376,353 225,848 

BD" . Ven Purcd Won tude eee f 347,279 208,612 

BU CS avenue Oo onametenaetrs i 382,939 218,032 
Bebruary: . 8... ce.cttaie ates acatetn ete 347,670 281,335 
1G arden Gua Sie eae 333,819 224,486 

eee I ae Re 316,868 218,604 

QO o ei csael pee bitoni 293,760r 172,200 

Marches 6. Segcratec dees «noe 817,237 192,278 
AS. pace oats oe eens dee ae ae 319,424 188,739 

LO Ge ahs. o oe aes eras sale $31,214 181,166 

26am... Be Meticg aoe aoee ne $12,976 184,058 


1The date is for 1949. The 1948 figures are for a comparable week. 
rRevised. 


in the figures released by the Federal. Security 
Agency’s Bureau of Employment Security. Initial 
claims for unemployment compensation, during the 
week ended March 26, dropped to 312,976 from 331,- 
214 a week earlier. For the week ended March 27, 
1948, initial claims for employment totaled only 184,- 
058. (See Table 1.) 

Personal income declined to an annual rate of $217 
billion in February. This represents the lowest point 
since last October. 

About two thirds of the February drop came out 
of farm income, while the remainder came from wages 
and salary. Income in February dropped at an annual 
rate of $2.5 billion from January and was down $4 
billion from the postwar peak of $221 billion reached 
in December. 

Total personal income was at an annual rate of 
$219.5 billion in January, not the $220.8 billion rate 
reported during March. 


Table 2: Commercial and Industrial Failures in 
the United States 
Source: Dun & Bradstreet 


Week Ended 1947 
Janpary eT CARL Roe 30 
1S... bie henoutas ee ees 37 

0 a 3: eee Bot aoe 51 
G1 capris MT ae tc ayes, eae oka 52 
Bebruaty, S2crc-.-.02 ee Ee 65 
LO}. eee ga ee oe eee 45 
LG ee ts oe 62 
LF en A, FB 58 
March 8..... 74 
103% 58 

oe 51 
24... 47 
SIN. 63 

April Fe 25h.ade .s tide tale MOR re 71 
Wear to‘date: 2.5.2. ie eee 764 
Average per week................ 55 


aEstimate based on incomplete data from the Pacific States Region. 


No explanation was made for the revision in the 
January figures, but an overestimate of farm income 
was responsible. This had originally been reported 
as having increased from an annual rate of $23.6 bil- 
lion in December to one of $25.1 billion in January. 
Instead, however, as revised figures show, farm in- 
come went up only $200 million to reach an annual 
rate of $23.8 billion. In February it dropped to 
$22.2 billion. Lower prices and more than seasonal 
declines in the volume of crops marketed or placed 
under government loan was given as the reason for 
the decline. 

Wage and salary receipts also dropped to a $135.1 
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TABLE 3: PRODUCTION OF OPEN HEARTH, BESSEMER AND ELECTRIC STEEL INGOTS AND STEEL FOR 
CASTINGS, 1948, 1949 


Source: American Iron and Steel Institute 


Open Hearth 


Weekly Number 

Period Production | of Weeks 

Net Tons | Per Cent of | Net Tons | Per Cent of | Net Tons | Per Cent of | Net Tons | Per Cent of | (Net Tons) | in Month 

(000) Capacity (000) Capacity 000) Capacity (000) Capacity (000) 
1948 

2 COTE at etn a « A ee 6,768 95.5 343 17.5 361 79.0 7,473 93.6 1,687 4.43 
NED EMAR Var att ios. igor ad) 6,245 94.3 341 82.3 354 82.9 6,940 93.0 1,676 4.14 
March..... 6,842 96.6 363 82.0 403 88.2 7,608 95.3 1,717 4.43 
Ist quarter....... 19,855 95.5 1,047 80.6 1,119 83.4 22,021 94.0 1,694 13.00 
LOT ane Se a ee ee oe 5,640 82.2 185 43.2 393 88.7 6,218 80.4 1,449 4.29 
EAT: ada or AA Senses ae 6,799 96.0 356 80.3 417 91.1 7,572 94.8 1,709 4.43 
URTTIO. Je 6,482 94.5 357 83.2 418 94.3 7,256 93.8 1,691 4.29 
PMG LOUATCCR seis. ct qe sees 18,921 90.9 897 69.0 1,227 91.4 21,046 89.7 1,618 13.01 
REO INOTMGHS cre. soo Ah ay obese 38,777 93.2 1,944 74.8 2,346 87.4 43,067 91.9 1,656 26.01 
ALS an) eee 6,346 89.8 $25 73.6 396 86.7 7,067 88.7 1,599 4.42 
FIG eee nS ree Peres ee 6,631 93.6 871 83.8 435 95.2 7,438 93.1 1,679 4.43 
(SST TUTE IS 6,592 96.3 387 90.5 436 98.7 7,416 96.1 1,733 4.28 
RRGMATLOR, cai sot e Weletslaes 19,570 93.2 1,083 82.5 1,267 93.5 21,920 92.6 1,669 13.13 

BEIT GORD sry ok cy sortie o scree: ote 58,347 93.2 3,028 17.4 3,613 89.4 64,988 92.1 1,660 39.14 
One 02) ee ee eee 7,118 100.5 410 92.5 459 100.4 7,987 100.0 1,803 4.43 
PNOUEIIDEDT., cor ein ce lec eane 6,923 100.9 411 95.9 454 102.6 7,788 100.7 1,815 4.29 
Meceiberes itt: hy ales. 6,925 98.0 394 89.1 452 99.1 CPUC E! 97.5 1,758 4.42 
DULG Ec tas 5 a 20,966 99.8 1,214 92.4 1,366 100.7 23,546 99.4 1,792 13.14 
end Gimaonthscihs. .<4.60 5.024 40,536 96.5 2,298 87.5 2,633 97.1 45,466 96.0 1,731 26.27 
OGD AME te rah A. darth inet O,SLS 94.9 4,242 81.2 4,979 92.3 88,534 94.0 1,693 52.28 

1949p 
MOMAPYOE ES «coe eed. cake ek 7,288 101.1 409 92.6 487 93.8 8,183 100.2 1,847 4.43 
CR TIADY At. nie!) c b Seats, iy ov a) 6,634 102.0 380 95.3 467 99.6 7,481 101.4 1,870 4.00 
I VONEL TY, See iia ae a 7,465 103.6 430 97.5 493 95.0 8,389 102.7 1,894 4.43 
PAUNOUATLET, «celle vice aves ss... 91,387 102.2 1,218 95.2 1,448 96.0 24,053 101.5 1,870 12.86 
pPreliminary 


billion rate in February. The decline stemmed from 
cutbacks in manufacturing, construction and trade. 

While pay rolls in the durable goods industry con- 
tinued to fall, the decline in soft goods pay rolls was 
halted. Rising unemployment compensation bene- 
fits offset about two fifths of the loss in wage and 
salary payments. 

Over-all personal income in the first two months 
of this year was up about 5% from the adjusted rate 
for the same months of 1948 but was down slightly 
from the $219.6 billion average reached in the fourth 
quarter for last year. 


SEASONAL RISE IN CONSTRUCTION 


The value of new construction put in place in 
March amounted to $1.2 billion. This represents a 
9% increase over the preceding month and a 2% 
gain above March, 1948. 

Despite the over-all rise as compared with the 
$1,166 million value in March, 1948, there was a 
noticeable decline in certain important types of build- 
ing. Private homes, farm and industrial buildings 
were off sharply. Comparing March this year with a 
year earlier, increases were noted for warehouses 
(36%), educational (33%), public utility construc- 
tion (12%), public construction (39%), with the 
greatest increase in the hospital and _ institutional 
construction segment (190%). 


Bessemer 


Total 


Electric 


Calculated 


Residential nonfarm construction, aggregating some 
$400 million in March, was down 16% from the com- 
parable period in 1948. Farm construction, totaling 
$18 million, represented a decline of 22% from the 
$23 million in the like month of 1948 but was still 
80% above February of this year. 

New industrial construction in March totaled about 
$96 million, a decline of 8% from the $104 million in 
February and of 20% from the $120 million in March, 
1948. 


BUSINESS FAILURES INCREASE 


Competition is taking its toll among many com- 
panies which sprang up after the war. 

Commercial and industrial failures, for example, 
increased to an estimated 236 in the week ended 
April 7 from 216 in the preceding week, according 
to Dun & Bradstreet... The April 7 figure was the 
highest for any week since April 2, 1942. Mor- 
talities among businesses were three times as heavy 
as in the comparable weeks of 1948 and 1947 when 
the totals were 79 and 71, but they remained below 
the prewar total of 295 in the same week of 1939. 

Failures involving liabilities of some $5,000 or more 
rose to 177 from 162 a week earlier and well in excess 
of the 68 reported a year ago. Small casualties, in- 
creasing slightly from 54 to 59, were five times as 
numerous in the corresponding week of last year. As 
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could be expected, failures were most frequent in 
retailing and wholesaling; 122 retailers against 97 
the preceding week and 32 wholesalers as against 18. 
In both these groups, casualties rose to the highest 
level since 1942. The week’s increase in manufactur- 
ing failures was slight, rising to 55 from 53, while 
construction failures fell from 23 to 8 and those in 
commercial service from 25 to 19. Through April 7, 
business failures aggregated 2,422 as compared with 
1,365 in 1948 and 764 in 1947. (See Table 2.) The 
failure rate is still far below what it was before the 
war. In the first quarter of 1949 it was 32.1 per 
10,000 concerns. The average for the past twenty- 
nine years was 70 per 10,000. 


PRICES CONTINUE DOWNTREND 


The downward adjustment in nonferrous metal 
prices continues as producers endeavor to find levels 
that will revive consumer demand. Lead was low- 
ered a cent a pound. Zinc was quoted at 13 cents a 
pound, East St. Louis, and lead at 15 cents a pound, 
New York. Copper remained unchanged at 23.5 cents 
although custom smelters are quoting 21.5 cents a 
pound. 

Meanwhile refiners and producers of lead expect 
that the new price will be given a longer opportunity 
to develop business than was accorded other price 
levels. Demand for lead has been in a tailspin since 
the beginning of the year. Makers of lead products 
have become price conscious and have been reducing 
inventories. There are some in the industry, however, 
who do not anticipate any resumption of volume 
buying by lead users until late May or June. 

The nation’s largest mine producer, St. Joseph 
Lead, predicted recently that the market may stabilize 
around 15 cents a pound. The statement was predi- 
cated on the idea that any further price cuts from 
the current level in the prevailing cost of labor and 
materials might force a production curtailment in the 
United States which would endanger supplies for in- 
dustrial users. Some lead authorities predict that 
on the basis of present wage scales in the lead mining 
industry, a further price decline to 13 cents would 
cut off about 50,000 tons a year of high-cost United 
States production. A price below 13 cents on the 
same wage basis might result in an additional produc- 
tion cut of 50,000 tons a year. Domestic mine output 
of lead is now running at a rate of about 400,000 tons 
a year. Producers of copper, lead and zinc are 
watching stock-piling developments in Washington. 
Trends in various price groups are shown in Table 5. 

There are some reports of dealers offering metal 
at levels below the current market price of copper. 
In the market for foreign copper, sales were made at 
23% cents a pound in New York and 23% cents in 
New York for delivery to consumers abroad. 

Production of cars and trucks in the United States 


and Canada continue to establish new postwar highs 
each week. Output of domestic plants for the year 
through April 9 is estimated at 1,181,212 cars and 
363,149 trucks as compared with 1,023,859 cars and 
391,198 trucks in the comparable period last year. 

As to predictions, a General Motors official states 
confidently that “we expect to produce more cars and 
we expect to sell every one of them.” Retail deliv- 
eries of new cars and trucks by Studebaker dealers 
are the highest in the history of the company both in 
March and in the first quarter of 1949. 

For the first time in any three-month period, steel- 
making furnaces were operating beyond the theoretical 
capacity of 100%. The average was 101.5% in 
the first quarter, 1949, according to preliminary com- 
putations by the American Iron and Steel institute. 
(See Table 3.) 

The record March production totaled 8,388,965 tons 
of ingots and steel for castings, with furnaces being 
operated at 102.7% of capacity. That was the high- 
est percentage of rated capacity recorded for any 
month. The tonnage exceeds the previous peak 
month of January by more than 200,000 tons. This 
was 780,000 tons greater than the month of March, 
1948. The record production of the first quarter 
raised the total output of raw steel in twelve suc- 
cessive months to more than 90 million tons, an 
achievement never before equaled in a like period. 


FREIGHT CARLOADINGS 


A resumption of coal operations, coupled with un- 
usually early movements of all shipments on the 
Great Lakes, was the prime factor pushing over-all 
carloadings 9.8% above a year ago during the week 
ended April 2. However, carloadings thus far in 1949 
are still far behind last year as shown in Table 4. 

The poor showing of the miscellaneous and mer- 
chandise l.c.l. groups lends forceful confirmation that 
business is not shipping as much goods as heretofore. 

The precipitous drop in orders for new freight cars 
also confirms that railroads are curtailing expendi- 
tures for new equipment. During March, for example, 
the railroads placed orders for 469 new freight cars. 
A year earlier, the roads placed orders for 13,427 new 
cars. In other words, the orders in March, 1948, 
alone, were four times greater than all of the 2,564 


Table 4: Loadings of Revenue Freight 


Source: Association of American Railroads 


eS satin 2,843,619 -5.4 | 3,315,992 


.| 2,767,048 -3.7 | 3,193,958 


2,618,974 
725,623 


3,320,355 
715,159 


April, 1949 


BUSINESS RECORD 


155 


TABLE 5: WHOLESALE PRICES 


Source: Bureau of Labor Statistics 


Index Numbers: 1926=100 

Week Ended Per Cent Changes to April 5, 1949, from 

Commodity Class Mak ala... ae 
April 5, March 29, | March 22, | March 8, April 6, March 29, | March 8, April 6, 

1949 1949 1949 1949 1948 1949 1949 194 
PER SEAIEITLEED fare ora. oat Mes ae vas clade ay ettannis Mace sce ad 158.0 158.1 158.2 158.9 160.3 -0.1 0.6 -1.4 
RU MMMISOCUCUS iic< cm gatent vote ns trons hrs 8 6 ite eee + 171.5 170.8 170.8 172.3 181.5 +0.4 0.5 -6.5 
PE EN SS. 5 ame Wee se Nahe Saly Cao ass aie ee 164.7 162.9 163.2 163.4 171.6 +1.1 +0.9 —4.0 
All commodities other than farm and foods........... 149.7 150.7 150.8 151.4 147.9 -0.7 -1.1 +1.2 
Pmecnrolyetal.: SMe, wit ast elect winger 141.2 141.6 141.7 144.5 149.9 -0.3 2.3 -5.8 
Fuel and lighting materials ............,.....00000: 132.8 134.4 134.4 134.8 131.0 -1.2 -1.5 +1.4 
Metals'and metal products............0.\0......05- 174.0 174.6 Vest 175.2 156.8 -0.3 =O: 7 ely F1L20 
PREM PTENALELIAls, ee ea end SORES Seine 197.2 199.7 199.7 201.6 192.8 -1.3 2.2 +2.3 
PRIN (Moon lhe. bio dteiier, netted ian sid nbiercredeec 130.7 131.3 131.2 130.8 135.1 -0.5 -0.1 -3.3 
Special indexes 

“OL OD: apache aR we seaming gr, Abaya Sit ae tankers ager he St 164.1 161.7 160.7 164.6 217.8 +1.5 0.3 24.7 
MIUOMRRNG Ree ee ee, SLR OTA BE SI POT! BE 205.1 211.2 211.4 208.1 911.5 —2.9 -1.4 3.0 
Pepcnereeeee AS . Sacred: shone egies oP ie...fer eek ah 225.9 224.7 223.6 220.4 241.4 +0.5 +2.5 6.4 
PEST ANOLALINS, pds awa palace attacked io said 184.6 185.2 181.8 177.6 192.3 -0.3 +3.9 4.0 


Mncluded hides and leather products, chemicals and allied products, housefurnishing goods, and miscellaneous commodities. 


cars ordered during the first quarter of this year. As 
of April 1, carbuilders had a backlog of 73,129 cars. 
A year earlier, their books contained orders for 126,- 
028 cars. 


BUSINESS LOANS DOWN 


The dollar volume of business loans outstanding 
continue to shrink as business activity contracts. 
From the all-time high of $15.6 billion reached dur- 
ing the week ended December 22, commercial, indus- 
trial and agricultural loans by the member banks 
in leading cities which report weekly to Federal Re- 
serve had contracted to $14.6 billion by April 6. 
Loans by these commercial banks, however, were 
still $197 million greater than a year earlier. 

The downtrend in borrowing thus far this year 
parallels experience in 1948. The same contraction 
in business borrowings continued through May, 1948, 
and then the trend was reversed and loans rose to a 
new peak before the end of that year. Manufac- 
turers, wholesalers and retailers are proceeding with 
more caution than they showed in years. They 
are trying to shorten commitments and to hold in- 
ventories to no more than a working minimum. The 
weaknesses cropping up throughout the price struc- 
ture are also having a profound influence on purchases 
and borrowings. 

New capital flotations are running behind last 
year. The volume totaled about $1.524 million in 
the three months ended March last year. However, 
flotations this year dropped to $1,049 million, a con- 
traction of more than approximately $475 billion, or 
nearly more than 30%. 

The decline in business borrowings is having an 
impact on the money market. With demand for 
capital funds tapering off, institutional investors are 
stepping up purchases of long-term government bonds. 

The demand for long-term governments is evidenced 


in the rise in bond prices, and the resultant decline 
in yields on these bonds. Yields on long-term taxable 
governments averaged 2.40 (Standard & Poor’s) in 
January, sliding off to 2.38 in February. By March, 
yields were down to 2.37, and they are holding at 
about that level. 

The Federal Reserve banks have been selling their 
holdings of bonds in order to check the rise in bond 
prices. Reserve holdings of bonds reached an all- 
time peak of $11,233 million during the week ended 
November 10, one week after the election results were 
known. Since then these holdings have contracted 
steadily, and by April 6 had decreased to $9,151 
million. 

Wru1am B. Harper 
Division of Business Economics 


An Unnoticed Opportunity? 


“Tf house manufacturing on a large scale is anything like 
the automobile and other mass-production industries, then 
the ratio can be expected to average 1.6 of sales for every 
dollar invested. An annual volume of 10,000 units at 
$10,000 per house, for example, or total gross sales of 
$100,000,000 would require up to $60,000,000 in capital 
invested in the plant and equipment producing them. 
Without describing in detail the many compensating fac- 
tors which make this rough calculation a reasonable 
point of departure, it might be added that on this capital- 
ization ratio a 10% profit on sales, which is not un- 
common for conventional building operations, would yield 
a 16% return on capital investment if prefabrication is 
no more efficient than conventional construction and a 
higher return if at least some economies of mass production 
are realized. It would seem therefore that, in comparison 
with other opportunities, investors might find a house-man- 
ufacturing business such as described here an attractive 
use of their speculative funds,”—Harvard Business Review, 
November, 1948. By William K. Wittausch, “Marketing 
Prefabricated Houses.” 
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What Executives Say: 


Salesmen in a Buyers’ Market 


(See article on page 118) 


PRIMARY PRODUCTS 
Foundries: Sales Efforts Increasing 


“No reorganization of our sales force is deemed necessary 
at the present time as this was accomplished over a year 
ago when a number of younger men were taken on and 
trained. At the same time there was a reshuffling of cus- 
tomer assignments. We feel that both these actions have 
been justified by the results and the present tendency for 
sales volume to decline.” 


“The only important change in our sales effort has been 
in sending out more men to make more calls on more manu- 
facturers.” 


“We have increased our sales force slightly, and there 
has been an increase of approximately 15% in the compen- 


sation for salesmen.” 
* * * 


“We are planning an additional sales promotion effort 
and expect it will double or treble the expenditures made in 
1948.” 


* * * 


“We shall probably make reductions averaging about 
244% within the next thirty days on our product to offset 
recent reductions in cost of raw materials.” 


Mining: Higher Advertising Expenditures 

“We plan to increase our salesmen by 20%. In addition, 
we expect to have two sales promotion managers in the 
field who will help train the retail salesmen of our dealers 
to sell our products in a more effective way than in the 
past. Hence we are intensifying our training and reorgan- 
izing our management as to territory.” 

“We have not made any important changes in our sales 
force nor do we contemplate any. We are fortunate in that 
for the next several years we will be able to market all the 
materials which we produce.” 


* * * 


“We plan to spend a larger sum of money for advertising 
than we did in 1948. This will be mainly true on our coal 
sales division where there is a greater need for sales pro- 
motion this year in view of the very heavy stocks of coal 
combined with some lessening of demand.” 


Petroleum: Interest in Television as New Medium 


“This company has maintained its sales force with respect 
to size, training, etc., on a full basis since the war. It is 
not our intention to introduce any significant changes in 
1949. There will be a continuation of training effort. How- 
ever, that is not new as it is a constant responsibility.” 


“We will very carefully consider the use of television 
which seems to be an up and coming medium. We will also 
place less emphasis on institutional copy and more on ad- 
vertising designed to sell the product. We will also utilize 
advertising to build up greater public confidence in our 
dealer organization which is important as the direct point 


of sale contact between our company and the consumer.” 


“Although it is probable that our 1949 advertising and 
sales promotion expenditures will approximate those of 1948, 
there may be a change of emphasis in various types of 
media. Analysis is in progress as part of the general pro- 
gram for the department to establish marketing objectives 
and tailor our selling and promotional program accordingly.” 


* * * 


“We have reduced prices of our products in line with 
reductions of our competitors to the end that we continue 
to sell products on the competitive market. We have made 
no change in policy as to discounts, etc.” 


Steel Producers: Softening in Some Areas 


“We have been increasing and reorganizing our sales 
force for three years. We have instituted a training pro- 
gram for new men, and hold conferences for refresher 
courses for the old-timers. Territories have been reduced 
in size to provide greater concentration of effort.” 


“Demand for steel has not yet been satisfied, a condition 
which will probably continue through 1949. However, 
there are indications of a shift in distribution owing to soft 
spots developing in some specific areas. Because of these 
conditions, we have not made nor are we contemplating 
any drastic changes in our sales promotion or advertising 


programs.” 
* * * 


“Our advertising does not greatly fluctuate from year 
to year—except to take care of changes in the purchasing 
power of the dollar. In the long run, we believe it is 
cheaper and better to advertise moderately and consist- 
ently rather than by fits and starts.” 


“We do not contemplate any shifts in our sales promo- 
tional or advertising policies during 1949. Our expenditures 
for these items in dollar figures are comparable to those 
in 1948, which cover less space but, we believe, more 


effectively.” 
* * * 


“So much of our costs are frozen, such as labor by con- 
tract, freight rates, power and the like, that we do not an- 
ticipate any general price softening in steel.” 


“Unless costs decline during the year, we do not con- 
template any reduction in the price of our products. Higher 
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taxes could and possibly would contribute to even higher 
prices.” 


Miscellaneous: Salesmen Hit the Road Again 


“We do not expect to make any important changes in 
our sales force although no doubt the force will do more 
traveling than has been the case in the last several years.” 


. i ee | 


“Conditions are such that we have felt it wise to reduce 
our advertising budget somewhat for the current year to 
about 60% of last year’s appropriation.” 

“We are not contemplating any major shifts in advertis- 
ing or sales promotion in 1949. Our expenditures for adver- 
tising and sales promotion will be about 10% less than 
in 1948.” 


+ te 


“We anticipate no drastic price reductions. The demand 
for cement is still high and will in all probability continue 
on a high level. Present costs and the prospects for in- 
creases in cost make any consideration of price reduction 
premature.” 


METAL MANUFACTURES 
Air-conditioning Equipment: Ad Expenses Constant 


“We have already been engaged in a steady and rather 
substantial increase in the size of our sales force during 
the past two years; 7.e., ever since our particular industry 
first reached a balance between supply and demand, and 
entered a buyers’ market. In our industry, that was the 
spring of 1947.” 

“We increased the size of our sales force just prior to 
the war. This sales force was kept intact during the war as 
more of a service organization to our customers rather than 
as a sales force. During the past six to nine months, we 
have reestablished this group as a selling organization.” 
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“We are contemplating no further significant changes in 
our advertising or sales promotional policies in 1949. Our 
expenditures in this field will probably approximate those 
of 1948. But since our volume will probably be somewhat 
lower, these expenditures will of course represent a some- 
what larger percentage of sales.” 


“Our advertising program for 1949 was jelled pretty well 
some time ago and for the present we think we will stick 
to the plan. We expect to spend about as much money in 
1949 as in 1948, although we anticipate a considerably lower 
volume of sales upon which to base it.” 

“We are not contemplating any major shifts in advertising 
or sales promotion policies. These expenditures will be about 
the same in 1949 as they were in 1948, with the exception 
that we are holding more regional meetings of a sales pro- 
motional character.” 


Automotive Equipment: Few Price Cuts Seen 


“We have made a number of changes and increased the 
size of our sales department. We have changed compensa- 
tion, rewarding those men who have accomplished results 


and replacing older men with new young men. In addition, 
we have reorganized our sales management and territorial 
branch organizations.” 

“We do not intend to make any change in the size of 
our sales force or in our compensation plan. However, we 
do have some changes in mind with respect to reshuffling 
of territories and better assignment of responsibilities. In 
general, we are attempting to achieve a greater coordination 
of our efforts. Our sales activities are closely integrated 
with our engineering department. Customer contacts are 
carried on primarily by a group of sales engineers who 
work out of our main office.” 

“No basic changes are contemplated in our sales force, 
but our plans contemplate increasing the total number of 
our retail outlets with a continuation of training programs 
for the various classes of the sales field organization.” 


“We expect to secure the same volume in 1949 as we 
enjoyed in 1948. However, we feel the job will be much 
more difficult to accomplish, and as a result have increased 
our sales force approximately 10%. We have also increased 
our advertising appropriation by approximately 25%.” 
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“Until such time as basic raw materials and labor costs 
are reduced, we do not contemplate any substantial reduc- 
tions. Downward adjustments will occur as we develop 
new methods and lower costs for such items which are 
highly competitive.” 

“We are reviewing individual circumstances with our 
customers and in a few cases have offered price reductions 
on the basis of changes in design, use of less expensive ma- 
terials, etc. Until there is some more significant change in 
our industry, we expect to confine our price reductions to 
situations of this nature.” 

“Automotive customers are demanding price reduction 
in order that they may make price reductions, but we are 
in the same predicament that manufacturers of automotive 
vehicles are. Labor costs are certainly not going down in 
1949, and there is danger of an increase along that line. 
The same condition applies to all of our suppliers. Prices 
should go down, but how they are going to start down, no 
one knows.” 

“Our price policies were set up shortly after the war with 
a base price and with a differential based upon the fluctu- 
ation of the metal market of the materials we use. Thus, the 
customer only got advances as the metal increased. The 
same is applicable to the descending market and prices to 
our customers will be adjusted accordingly.” 

“There is no intention at the present time of making any 
price reductions, increasing discounts or other such moves 
to stimulate sales during the remainder of 1949. We are 
closely watching the automotive industry, where a large 
part of our interests lie, for indications of softness which 
might point to a trend toward a reduction in prices. Out- 
side of General Motors’ reduction in car prices, we have not 
observed any indications which would lead us to change 
our thinking in regard to present prices.” 


Electrical Machinery: Some Dealer Promotion 


“We are increasing our direct mail advertising and will 
place more emphasis on promoting dealers for some of our 
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small apparatus lines. The expenditures for 1949 will be 
slightly greater than for 1948.” 
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“We do not contemplate any price reductions at the 
present time.” 


“We are not contemplating any reductions in prices. 
Our prices are determined largely by competition. On the 
type of apparatus we manufacture, low prices are not in 
themselves an inducement to stimulate purchases.” 


Electrical Supplies: Break-even Point an Item 


“We plan to increase the size of our sales force, intensify 
training, and reorganize the sales territories.” 


* * * 


“Currently, we are not planning any price reduction. In 
fact, quite the contrary condition exists. In other words, 
as volume reduces, you rather quickly approach your break- 
even point and this is unquestionably going to be a serious 
factor with which to contend if it is not possible to keep 
the sales volume up to higher levels.” 


Engines and Turbines: Opening New Territories 


“It is becoming apparent that a great number of organi- 
zations, includmg our own, will, during 1949 and there- 
after, have to concentrate on actually selling their products. 
We are attempting to accomplish this by insisting upon 
our sales organization keeping out of the office, and spend- 
ing more time on the road. We have already seen some defi- 
nite advantages in this approach as competition becomes 
increasingly severe.” 


“We plan to gradually increase the size of our sales force 
as men properly qualified for the capital goods industry 
become available and become integrated into our organi- 
zation. We also are reorganizing some of our field manage- 
ment operations and are strengthening territories with new 
representation. This is a program which we expect to 
continue over the next two or three years.” 
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“Our expenditures for advertising and sales promotion 
in 1949 are curtailed somewhat from those in 1948. The 
money will be spent in direct sales effort and in direct 
mailing and not so much on magazine advertising.” 


Hardware: Sales Forces Strengthened 


“We are increasing the personnel in our field sales in 
1949 by 50% as compared with 1948, and reorganizing terri- 
tories. We are not making any change in the training pro- 
gram, which has proved quite successful for several years.” 

“We have not made, nor planned, any important changes 
in our sales force. We have a setup as to size, compensation 
plans, etc., which is adequate for our purposes.” 

“We plan to strengthen our sales force with one or two 
additions for 1949. Our compensation plan will remain the 
same as at present. We shall do some readjusting of terri- 
tory to bring about higher concentration of sales effort.” 

“Our business is in no way seasonable. We have a full 
complement of salesmen in the field throughout the year, 
and in numbers sufficient to take care of our business at 
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all times. We have training schools for salesmen, and like- 
wise a training period of two weeks each year for our 
customers’ salesmen. This has proved mutually satisfactory.” 
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“We do not contemplate any shifts in our advertising 
program. Our expenditures for advertising and sales pro- 
motion in 1949 will be approximately the same as in 1948. 
Our product is not one that lends itself very largely to con- 
sumer advertising, as we are dependent on other industries 
to use our product.” 

“Our advertising expenditures in our fiscal year ended 
June 30, 1948, were somewhat higher than previously but 
still extremely modest. So far as we know now, there is 
to be no change during the present year.” 


Heating and Plumbing Equipment: Efficiencies May 
Reduce Prices 


“Our expenditures for advertising and sales promotion 
in 1949 will be about the same as for 1948. We are endeavor- 
ing more sharply to focus our advertising and to improve 
our sales promotional material for the better education of 
our salesmen and our customers.” 


BOR oe, 


“There has been some slight softening in prices and this 
may continue, although in the construction industry as a 
whole it is doubtful whether these price reductions will be 
of major consequence. We think, in general, that manu- 
facturers in the heavy industries would be well advised to re- 
duce prices as efficiencies may increase and costs decrease.” 


Industrial Machinery—General: New Media Plans 


“We have made changes in our sales force and are still 
in the process but the bulk of the work was done during the 
last two years, with the remaining changes mostly clean-up 
work, 

“These changes have come under two headings: 


“(a) Giving better service to our customers through the 
setting up of more field warehouses, and through clean- 
ing up the looseness in our routines of handling corre- 
spondence, entering orders, making shipments, etc. 


“(b) Improving the quality of our sales work. This 
has included putting on additional field men—in some 
cases, district managers in places where we did not have 
them before. We have also set up formalized sales and 
distributor training programs. We have also established 
distributor sales potentials or quotas in those parts of 
our sales organization where we did not have them before.” 
“We have intensified our training program and a study 

and preparation of plans for reorganization for territories 
and zone management has been under way for several 
months.” 

“We have not made any important changes in our sales 
force. For many years, it has been necessary for us to 
have conveyor engineers with quite a number of years’ ex- 
perience to represent us in the field. We continually train 
men here and after some five to eight years of training if 
we need additional men in the field, we supply them from 
here.” 


“We are gradually increasing our selling force by putting 
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more men into district offices, to get more concentrated 
effort and to have our customers visited more often.” 


“Our sales force, like most others, was somewhat depleted 
and disarranged during the war; so for obvious reasons we 
had to mend our fences as soon after V-J day as personnel 
would permit. Making important changes in size, com- 
pensation, training, etc., in 1949 is like coming to the party 
pretty late. This may make sense in perishable items and 
soft goods, which enjoyed a seller’s market, but the timing 
is much too late for the capital goods field.” 


* * * 


“Our expenditures for advertising and sales promotion 
in 1949 will be less than in 1948, because our sales volume 
will be down, and we tie our advertising budget to a per- 
centage of sales. We are also changing the emphasis in our 
advertising to an increased appropriation for direct mail, 
as opposed to trade paper advertising, although this is not 
a result of a curtailed advertising budget. We have several 
new products to offer to industry, and we feel that direct 
mail to the particular industries that they have been de- 
signed for will prove effective.” 

“Advertising programs for 1949 have been budgeted at 
a higher figure than our 1948 expenditures. We have not 
made any shifts in either sales or advertising promotion 
policies, but have expanded to include the use of television 
facilities, which we believe will be very helpful.” 

“Our advertising policy for 1949 is very much the same as 
that followed in 1948 with the exception that in one division 
of our business we are spending more money on catalogs 
this year.” 

* * * 

“Three months ago we were not seriously contemplating 
any price decreases but indications are that in another two 
or three months price reduction will definitely be a factor 
to reckon with.” 

“We cannot see any possibility of reducing prices in 
the manufacture of industrial machinery so long as the cost 
of labor and the component parts such as steel, motors, 
engines and castings remain constant.” 

“While we are not contemplating reductions in the price 
of our standard equipment, which represents about 30% 
of our sales, we are making some competitive concessions. 
We are also making some competitive concessions on engi- 
neering contract work which constitutes about 75% of our 
volume.” 

“Nearly all our products are quite large items, and 
are not subject to the merchandising type of selling. Nearly 
every job is priced separately, and, of course, any reduction 
in our costs would be reflected in our bidding price. Right 
now we do not anticipate any large reduction in our costs 
for 1949.” 


Industrial Machinery—Specialized: Metal Prices Keep 
Costs Up 


“Our sales force and their activities have shown an in- 
crease each year. We are now very close to the organiza- 
tion we will solidify for normal selling periods. There are 
always, of course, changes from time to time as new prod- 
ucts may be developed that open new markets to us.” 


“We are making a change in our sales force which would 


come under your classification as being important. During 
depression we neglected to train men for our sales force 
for obvious reasons. During the war, what men we had 
available were used to better advantage in other places 
than selling; therefore, our force gradually became less 
in size. We are now undertaking to break in new men and 
bring our force up to its normal strength.” 


* * * 


“We are in the iron and steel business and I rather think 
from the nature of the contracts existing in the iron and 
steel industry that there will not be much in the way of 
reductions on finished material this year.” 


“We are not contemplating any reduction in prices of our 
production. Our prices will be influenced by the trend in 
labor, and, of course, in the cost of materials, which in our 
case are largely metals and on which there does not seem 
to be any indication of low figures.” 


Instruments and Controls: Emphasis on Sales Training 


“For some time now we have been strengthening our 
sales force and have an intensified training course for all 
new salesmen.” 


“We are planning to increase our sales force substantially 
and to install a new compensation plan for salesmen. Also, 
we are substantially changing our training program for 
salesmen to put it on a more formal basis.” 


* * * 


“We do not contemplate any major shifts in advertising 
or sales promotion policies during 1949. Although expendi- 
tures may be somewhat in excess of 1948, it will not be 
material and possibly the only change will be more em- 
phasis on new markets and new products which our engineer- 
ing since the war has made possible.” 


“The only shift we expect to make in our sales promotion 
policy during the current year is to place more emphasis 
upon direct mail advertising. However, the total budget 
will remain about the same as for 1948.” 


“We have raised, for 1949, both our advertising and 
sales promotion budget, the latter more than the former. 
Roughly the aggregate of the two should approach an in- 
crease of approximately 50%.” 
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“Tf all materials used in the manufacture of appliances 
are reduced, it might also be necessary for us to reduce our 
selling prices. However, appreciable reduction in materials 
would be necessary before we would feel that we had to 
reduce our prices.” 


“Tt appears that it will be necessary to revert to the 
traditional practices of giving extended dating, cash dis- 
counts, and perhaps prepayment and volume discounts. 
For several years, sales have been on a cash basis.” 


Machine Tools: Critical Appraisal of Advertising 

“We are making important changes in our sales force, 
increasing it approximately 50% and reorganizing all terri- 
tories, both at home and abroad.” 

“We do not plan an increase in the size of our sales 
department or a change in our compensation policy, but we 
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do intend to intensify our training and investigate territorial 
requirements very thoroughly.” 


Cok ei 2 


“We are not contemplating any radical shifts in advertis- 
ing or sales promotion policies for 1949. We are planning 
to intensify our interest in results and will more carefully 
scrutinize and make use of records which indicate progress, 
or lack of progress, in any given district or districts.” 

“The total advertising program for 1949 is somewhat 
less than that carried out in 1948, accomplished through 
a more critical selection of advertising media and dispensing 
with some which appeared less effective. The total dollar 
expenditure is slightly higher, however, owing to the neces- 
sity for printing new sales literature on recently developed 
products.” 
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“We do not plan any price reductions. If anything, it 
may be necessary to raise prices if volume continues down- 
ward. Because of high demand for our products for the 
past eight years, it has been possible to hold prices down 
to approximately 29% above prewar. Our costs have risen 
appreciably more than this.” 


Office Equipment: Sales Force on the Increase 


“We expect to add about fifty men to our sales force dur- 
ing 1949. We already have about twelve men in training 
at the present time. We do not expect to change our com- 
pensation plan, which we have found very beneficial during 
the last seven or eight years.” 


“The only change we are making in our sales organization 
is to increase our branches in every way we can by adding 
new men as fast as we can train them. We have been doing 
this for a period of two years and it is showing splendid 


results.” 
* * * 


“No major shifts are planned in our sales promotion 
policies, although we may be more specific in some avenues 
than others. Expenditures will probably run slightly higher 
than in 1948, since we have returned to a true buyers’ 


market.” 
* * * 


“At the moment, we do not contemplate any changes 
in prices, although lower-priced units may be made avail- 
able. Such units are made primarily for particular classes 
of buyers and are somewhat different from our regular line 
of equipment. We do not contemplate any changes in dis- 
count rates.” 


Railroad Equipment: Territories Need Fortifying 


“We do not intend to make any important changes in 
our sales force beyond intensifying our efforts in certain 
territories that were previously poorly covered. We also 
plan to improve our training of the new young sales people 
who are just graduating from our apprentice-training courses 
by giving them a better background of the company poli- 
cies and making them more familiar with the sales techniques 
of their particular divisions.” 

“We plan intensive training programs which may result 
in the addition to our sales staff of a few specialists trained 
to demonstrate the economies of our equipment. We are 


also confident that we will have to cover more territory 
with greater efficiency to maintain our current rate of sales. 
This may eventually lead to a redistribution of territory in 
order to equalize our sales districts.” 


“There may be some shifting of sales personnel with 
the use of more intensive training in order to strengthen 
territories that appear to need such fortification.” 


Miscellaneous Metal: Prepared for Buyers’ Market 


“We contemplate very little increase in the size of our 
sales force since it has been brought up carefully and gradu- 
ally to almost full strength within the last five years. No 
change is contemplated in the plan of compensation, or in 
the organization of management or of territories. Sales 
training will be intensified but primarily in the direction 
of increased technical knowledge of product.” 


“Tt has not yet been necessary for us to intensify sales 
efforts. However, we recognized some years ago that the 
time was bound to come when competition would again 
become keen and strong efforts would be required in order 
to get our share of business in a declining market. In order 
to be prepared for that time we insisted that our agents in 
the more important territories increase their man power 
by employing and training additional men to work under 
them. We believe that such extra man power will be of 
considerable help whenever sales efforts have to be intensi- 
fied.” 


“We intend to add additional sales people to our selling 
organization in 1949. Our compensation plan will remain 
the same with the addition of a bonus incentive for certain 
production.” 


“Our sales force remains about the same as it has been 
although since the buyers’ market has been rapidly develop- 
ing we have had more sales meetings and have improved 
the morale of the selling group substantially.” 


Ste eae 


“We are putting on a very intensive advertising and 
sales promotion campaign for the products we have been 
normally selling, and over the period of months ahead we 
expect to be introducing products in each of our various 
lines. Therefore it is necessary that we do considerable ad- 
vertising on these items, and also we must give our sales 
force intensive training on these new items. Actually we are 
making no particular shifts in our advertising or sales pro- 
motion policies or methods as compared with 1948. As to 
our expenditures for advertising and sales promotion in 
1949, the total cost, as we now estimate it, will perhaps be 
approximately equal or maybe slightly less than our ex- 
penditures for these items during 1948. Frankly, we expect 
to get more for the same dollar of advertising and sales 
promotion in 1949 than we did in 1948.” 

“We have changed our copy policy for national adver- 
tising to give more information, more reasons why, and to 
make it better selling copy. We have increased our expendi- 
ures for advertising and. sales promotion approximately 25%.” 


th Shae: $ 


“Raw material costs are tending downward and output 
per man hour is slowly improving. It remains to be seen 
whether these reductions will be sufficient to offset probable 
higher labor costs in 1949 and hence make it possible for 
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us to reduce the price of our equipment. There seems little 
likelihood of price increases in the near future.” 

“Because of competitive conditions, there seems to be 
some likelihood of price reductions either through cuts in 
list prices or increases in discounts.” 

“We are streamlining our plant production layout. We 
are also using other types and kinds of metal in our prod- 
ucts. For example, our costs are being reduced by sub- 
stituting stainless steel for copper. Induction heating will 
be used to eliminate hand soldering. Conveyors will be 
used. We want to be able to deliver better goods to cus- 
tomers for less money.” 


“Because of recent price declines in certain raw ma- 
terials, our selling prices at the present time are somewhat 
lower than they were during the latter part of 1948. How- 
ever, any general reduction in our selling prices will depend 
upon prices of raw materials.” 


OTHER MANUFACTURES 
Apparel: Customers Get Close Attention 


“We are doubling the size of our sales force by working 
present territories more closely and opening new territories. 
We have intensified the field supervision and training of 
salesmen by adding more division sales managers.” 

“Our company sells its products through approximately 
3,600 independent dealers who work out of their homes 
and not from stores. We are constantly enlarging this 
dealer group. No change in compensation or reorganization 


is contemplated.” 
* * * 


“Our advertising and sales promotional expenditures will 
be 50% greater in relation to sales in 1949 than in 1948. 
We are also conducting fact-finding surveys on our product 
lines and sales promotion methods.” 


Chemicals: Lower Prices Seen 


“We have increased the size of our sales force, mostly to 
introduce newly developed products, partly to intensify the 
effort on older products.” 

“We have increased the number in our sales force. We 
have changed some of the top personnel to try and have 
those directing our sales work bring new ideas and enthu- 
siasm to our organization. We are doing more than we 
were in the way of intensively training the salesmen and 
have strengthened those departments which service our 
sales department.” 

* * * 

“We will make no particular shifts in advertising or sales 
promotion except perhaps do more local advertising.” 

“Expenditures for advertising and sales promotion are 
budgeted in 1949 at about 10% above the 1948 figure. Par- 
ticular stress is being placed on institutional advertising, with 
a view toward establishing the company’s name in the 
publie’s mind.” 

“We do not expect that there will be any appreciable 
change in advertising and sales promotion expenditures, 
nor do we anticipate any change of consequence in the 
selling prices of our products.” 

“Our over-all advertising budget has been increased 15% 


for 1949 over 1948. We will continue to put increased em- 
phasis on technical literature and application information 
which has more than doubled in the last year. Our na- 
tional and trade advertising will continue to be more inti- 
mately tied in with specific sales problems and products 
we wish to stress.” 


“We have completely overhauled our advertising depart- 
ment. We have made a thorough survey and analysis of all 
existing factors and have a systematic, well organized plan 
for our advertising coverage as to territory, circulation and 
mediums which we will use. Our advertising will probably 
run ahead of 1948 and previous years, but probably not 
over 10% or 15% in dollar volume of advertising.” 


* * * 


“With regard to pricing, there has been such a reduction 
in the price of many of our raw materials that we are re- 
adjusting many of our prices accordingly.” 

“Prices of some of our important products have already 
been reduced during the first quarter and further price re- 
ductions may also occur. Prices of some of our products 
are very sensitive and tend to decline whenever demand 
falls off. Competition is very keen.” 

“On some of our products we have reduced prices in order 
to keep them in line with competition. On products which 
we sell through jobbing outlets instead of to industrial con- 
sumers, we have in some instances slightly widened jobbers’ 
and dealers’ discounts.” 


“Slight price reductions have been made on some of our 
industrial finishes wherever a lower manufacturing cost has 
justified them. We have never granted any discounts other 
than the 1% for cash.” 


“We are not contemplating any major price reductions 
during 1949, or any other moves that would tend to reduce 
the cost of our items to the ultimate consumer.” 

“Our regular custom is to adjust prices of our finished 
products at periodic intervals to compensate for fluctu- 
ations in the cost of raw materials. For the past several 
years this policy has resulted rather consistently in raising 
prices. During recent months, however, we have been able 
to reduce prices on some of our finished products because 
of declining costs on some of our essential raw materials. 
We do not plan any increases in discounts or other moves 
to increase the sale of our manufactured products.” 


Floor Coverings: Expenditures High 


“Since the end of the war (when our company was almost 
entirely converted to wartime production) we have re- 
established our full selling organization. Twenty-five dis- 
trict offices have been reopened and completely modernized 
at a cost of well over a million dollars. Eight branch 
warehouses have been reinstated and a ninth one will be 
opened within the next month. The sales force has been 
substantially enlarged and during the past two years about 
sixty-one new salesmen have been recruited.” 


* * * 

“We are shifting points of emphasis in our advertising 
and sales promotion, and are increasing our expenditures 
in this direction by approximately 20%.” 

“We embarked upon the use of color roto advertising in 
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the major markets of the country in the fall of last year and 
are continuing such advertising on a full-year basis for 1949.” 


Oe 


“While a price reduction will be necessary in the very 
near future to sustain anywhere near current production 
schedules, it will be entirely dependent on raw material 
markets.” 


Food Products: New Advertising Policies 


“We have increased our sales force about 20%, primar- 
ily in the category of junior salesmen who are calling on 
smaller customers whom we have been unable to service for 
many years. All salesmen were reindoctrinated and addi- 
tional field supervisors were employed to insure closer field 
control.” 


“Our company plans no important change in its sales 
force although there will be some change in the emphasis 
on sales effort.” 


“Any slackening in business activity will have little effect 
on our sales organization. We always have to do a selling 
job in our business. Our sales force has been brought back 
to normal since the end of the war, and we contemplate no 
important changes in the near future.” 


“The revised layout of territories that we figured would 
be necessary for a heavy selling program was completed a 
year ago. We also instituted a training program at that 
time. We are holding more divisional sales meetings than 
were held during previous years and are practically back to 


a normal basis on that.” 
* * * 


“This year we found it necessary to reduce our advertis- 
ing budget about 25%, although there has been no change 
in our media.” 


“Consumer advertising, which previously had been of the 
prestige type, was revised to intensify the sales approach. 
Expenditures for 1949 will be approximately 20% greater 
than for 1948.” 


“Several changes are planned in our advertising and sales 
promotion policy, such as packing premiums within the 
package during 1949. Our advertising budget for 1949 is on 
the same basis as in 1948.” 


“Our expenditures for advertising and promotion in 1949 
are expected to be at least as large as those in 1948. We 
are not planning any shift in our basic advertising policy. 
We shall continue to get experience with television in order 
that we will know how to integrate it into our promotional 
plans when it becomes a productive mass medium.” 


* * * 


“We are not contemplating any changes in prices this 
year. While there has been a softening in some commodity 
prices, the trend of costs in other directions is still upward.” 

“Reductions will be passed along to the consumer as rap- 
idly as readjustment in raw material prices permit. Some 
such reductions have already been made and we hope to 
make others in the future.” 


Leather and Products: Sales Policies Revamped 


“We are in the shoe industry and are back to the most 
vigorous and carefully planned selling that we have done 


in years. Results, however, are not yet satisfactory. We 
have added to our sales organization, are routing our sales- 
men more carefully, and are insisting upon more detailed re- 
ports and concentrated efforts from our sales representatives.” 


“We did not reduce our sales force during the war years. 
Therefore, all we find necessary at the present time is to 
replace some of our older salesmen with young men.” 


Cy Ra 


“Our advertising expenditures for the second half of 1949 
will approximate the first half. Our advertising approach 
will be somewhat different in that it will be geared more 
to advertising that sells as opposed to our previous institu- 
tional type of advertising.” 


Lumber and Products: No Price Decline Foreseen 


“The main change in sales activities is to divorce sales 
representatives from the telephone and to put them out in 
the field making personal contacts.” 
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“We are continuing our advertising and sales promotion 
policy. We have cut our advertising quota slightly to 
eliminate only what we felt was unprofitable advertising.” 
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“We have for some time been holding our prices against 
increases in labor cost. The raw material situation is still 
severe and we have paid premium prices for some of our 
raw material. With these two factors, it is difficult to see 
how a decline in prices can be made in the immediate 
future.” 


“The transition from a sellers’ to a buyers’ market makes 
it necessary to find markets for nonstandard sizes and grades 
which were readily accepted in 1948 and prior years. A 
market must either be found for these items or raw material 
not converted into finished products must put an added 
cost to standard sales items.” 


Paper and Products: Closer Customer Contact 


“We are not making any important changes in the size 
or character of our sales force. Our force is set up both 
on geographic and product lines—considerations which 
pretty generally fix the size of the sales force required. 
However, we are intensifying training and have contracted 
with an outside agency for a specific sales training program 
which we believe will be beneficial.” 


“We have increased the number of salesmen over what 
we had during the past few years. We contemplate no 
change in compensation plan or any change in the territory 
we expect to cover, at least until the f.o.b. mill cases are 
decided by the Supreme Court or affected by new legis- 
lation.” 

“We have intensified sales activity through reorganizing 
sales management and through a new division of responsi- 
bility. We are training new salesmen and hope that the 
increased service we will render our customers will be re- 
flected by them through similarly increasing their service.” 

“We have for some months been making important 
changes in our sales force. We have just completed ex- 
panding our sales force in the field to a point where it is 
slightly larger than it was before the war. This expansion 
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is in line with our objective of more intensive coverage. 
At the start of this year we modified our sales compen- 
sation plan in an attempt to provide our salesmen with more 
realistic objectives and greater incentive to produce more. 
We have intensified our training, particularly in the field.” 


“For some time past, the paperboard mills have been 
studying and analyzing their sales organization. Their sales 
force had been lulled into relaxation by the sellers’ market 
which has prevailed for some years past when orders re- 
ceived exceeded the production facilities of the mills. 
Recognizing well in advance the change that has taken 
place, sales executives have been attacking the problem in 
two general ways—through closer contact with customers 
and through developing new uses. Improvement in quality 
and promptness of delivery and service are stressed with 
the customer, and an effort is made to cooperate with him 


in developing new and better devices for the buyer to whom 
he sells.” 


“We do not contemplate any change in the size of our 
sales force, nor in our compensation plan. Our training 
programs, however, will be intensified and management of 
the territories will be reorganized.” 

* * * 


“Our budget for advertising and sales promotion has been 
increased 45% above that for last year.” 


“We are definitely stepping up our advertising and sales 
promotion activities for 1949. Our expenses for advertising 
and sales promotion for 1949 will be double or triple those 
of 1948.” 

ee * 

“Price reductions in 1949 will be determined by the com- 
petitive situation. We have already made some reductions 
on certain of our products where grade differentials were 
out of line. So far, however, in the pulp and paper industry, 
there have been very few major basic price changes.” 

“We contemplate no actual price reductions at this time. 
However, a slightly softer market for our line of products 
is indicated. This may eventually lead to some slight ad- 
justments on a few specific items.” 

“We have decreased prices on one line which accounts for 
approximately 5% of our volume. We have reached no 
conclusions as to any further price moves.” 

“The per capita consumption of paper during 1949 is an- 
ticipated to exceed that of 1948, and we have no immediate 
plan for any price reduction. Rather we are relying on the 
high quality of our product which will enable us to main- 
tain prices on that class or type of our market. No incen- 
tives are expected to be offered to companies in the way of 
discount to coax business our way.” 


Rubber and Products: Emphasis on Dealer Training 


“We are increasing our district offices by 8% and our 
sales organization by approximately 20%. We have modi- 
fied our incentive or compensation plan by making it much 
more attractive. We have intensified the training of our 
field sales organization and are paying particular attention 
to the training of our independent dealer organization at the 
point of sale.” 

+ & 

“We are changing some of our advertising media and 

contemplate using a larger proportion of the budget for 


direct mail work. Expenditures for advertising and sales 
promotion for 1949 will about equal those for 1948.” 


“We have increased our advertising and sales promotion 
budget for 1949 over 1948 by approximately 3%, with 
greater emphasis on sales promotion at the point of sale 
and a slightly lesser emphasis on national advertising.” 


Other Textiles: Softening in Demand and Prices 


“Our training procedures are reasonably established and 
have not undergone any great change. Territories have been 
rearranged in a number of instances, although not more 
than might be usual for normal times. We have undertaken 
a significant change in our sales management so that men 
with the greatest planning ability have responsibilities on 
the selling side. We have also strengthened liaison between 
production and sales.” 

ee «# 


“We do not contemplate any shifts in our budget. How- 
ever, it may be necessary to spend additional funds for 
advertising and sales promotion in 1949 because of business 
conditions.” 


“Tt is not likely that there will be any major changes in 
our sales promotion policies during 1949, but we have ini- 
tiated one small additional advertising program designed 
to bring to the attention of the retail salesmen the advan- 
tages of selling products in which our own goods are in- 
corporated.” 

“Our advertising policy for 1949 will be different from 
previous years in that we are going to stress the quality of 
our work in a pretty blunt way. During the last few 
months we have witnessed a great many of our competitors 
adopting methods which we consider destructive and we 
are going to combat these through our advertising.” 


7 Ke 


“We do not see how we can make any perceptible reduc- 
tions in our prices during 1949 because raw material and 
labor are substantially the same as they have been during 
1948. Some pressure has been brought to bear on us because 
our competitors have increased their cash discounts from 
2% to 3% the tenth of the following month.” 


“Tt seems, generally speaking, that selling today is out 
of a sellers’ market. Lower prices may have to be quoted.” 

“Our prices are lower and we will continue to meet com- 
petitive prices in the market. We are opposed to changes 
in discounts, changes in terms or other indirect reductions 
in prices.” 

“Prices of fabrics made out of natural fibers have been 
softening since last fall. Undoubtedly there will be further 
adjustments during the remainder of the year. Some fabrics 
have already been reduced as much as 35%. Since the 
first of the year there have been reductions in prices of 
fabrics made out of man-made fibers and there will doubtless 
be further reductions.” 

“We anticipate that prices of our products will be lower 
in 1949 than in 1948.” 


Woolens and Worsteds: Sales Resistance Shown 


“Our total expenditures for advertising and sales pro- 
motion in 1949 are expected to be the same as for 1948. 
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The difference is expected to be in the focus and the in- we must reply upon sales effort to market our products.” 
tensity of coverage.” “We have increased our sales force in the recent past 
“We are not contemplating any shifts in advertising or by upwards of 10%. Our compensation plan has been 
sales promotion, policies or methods. Expenditures for changed to give added incentive to affiliated branch mana- 
1949 are to be about the same as 1948.” gers and salesmen.” 
Miscellaneous: Sales Departments Altered ie ti 
“We are making no important changes in our sales force. “Our advertising expenditures for 1949 will be about 
We have gradually built it up since the end of the war, the same as for 1948. Expenditures for sales promotion, as 


anticipating the day, which apparently has arrived, when exemplified by dealer aids, will be greater than for 1948.” 


Trends in Consumers’ Prices 


OR THE fifth consecutive month a drop in con- toward lower costs which developed for the past 
sumers’ prices is indicated by THe CONFERENCE ten months, except September. Lower prices for 
Boarp’s index, which dropped to 161.1 on February women’s rayon and cotton garments, and men’s 
15. This was a decline of 1.0% from the level of a shirts and underwear were again the major factors in 
month ago. All groups in the index except fuel the decline. ee ; 
showed price declines, with lowered food prices show- A slight decline in housefurnishings prices (0.6%) 
ing the greatest change. reflected lower prices of furniture sets. Sundries 
A decline in food prices brought that component dropped 0.1%, owing to lower prices for toilet soap 
3.0% below the index of February, 1948. Meat prices and other cleaning materials. ‘ 
continued to decline, although there were scattered Fuel increased 0.4% with reports showing slightly 
increases reported in the price of pork chops and veal higher prices for all home fuels except fuel oil, and a 
cutlets. Prices of cereals were stable over the month, rise in electricity rates. 
with minor decreases reported for flour and cornmeal. The purchasing value of the consumer dollar rose 
The cost of dairy products was generally lower to 62.1 cents on February 15, an increase of 1.0% 
throughout the country in mid-February. A marked over a month ago. The purchasing value of the dollar 
reduction in the price of lard was reported, while is now 0.3% below its value a year ago. 
potato and spinach prices substantially increased. Suieiry Fass 
A drop of 1% in clothing prices continued the trend Statistical Division 


CONSUMERS’ PRICE INDEX FOR THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Index Numbers, January, 1989=100 
Revised series: January, 1939 = 100; series previously was on 1923 = 100. 


Weighted Fuel? _ | Purchasing 
Date Average of| Food Housing? Sundries | Value of 
All Items the Dollar 


Men’s 


Women’s 


Total Electricity’ Gas 


1948 February........... 160.6 | 218.2a} 109.9 168.1 | 146.7} 120.3 89.8 93.9 143.8 62.8 
March ise. Qi cms 160.3 | 210.9} 110.1 168.5 | 146.8] 120.3 89.9 94.4 145.2r| 62.4 
yA) y| bee recht cs sey oe 162.38} 216.8} 110.1 168.2 | 146.0 | 120.5 89.8 94.3 145.4 61.6 
May 4 cites. meee 163.2 | 219.6b} 110.1 168.4 | 145.8] 191.5 89.8 94.4 145.4 61.3 
June................] 164.57) 221.8} 110.7 168.2 | 145.5] 122.2 90.1 94.4 146.7r| 60.8 
DOL ie oe ai Poe ose 166.47] 294.6 110.7 168.0 145.2 124.6 90.8 94.4 149.8r 60.4 
August ess beta 166.5r] 223.9c} 110.7 168.1 144.8 126.1 90.3 94.4 150.6r 60.4 
September.......... 166.57} 222.5 | 111.2 167.9 | 147.0r} 126.67) 90.3 94.8 151.2r} 60.4 
October... corte cad 164.67} 216.8d} 111.2 167.6 146.47] 126.6 90.3 94.8 151.2r 61.1 
November.......... 163.87} 214.1 | 111.2 167.4 | 146.4] 126.7 90.3 94.9 151.9r) 61.3 
December.........% 162.9r| 211.6 111.2 166.9 145.5 126.7r 90.4r 94.9 151.9r 61.7 
Annual average...... 163.77] 217.9 | 110.6 167.8 128.5 90.1 94.5 148.1r} 61.1r 

—_—SS |§_ > OES eee ee Oe | | = —_—_ | ———_——— 
1949 January............ 162.7r| 211.2e) 119.1 165.3 ’ 127.0r} 90.47) 94.9 151.7r} 61.5r 
February... eee 161.1 206.7 LIS 164.5 141.8 127.5 91.0 94.9 151.6 62.1 
Percentage Changes 
Jan., 1949 to Feb., 1949...]  -1.0 2.1 0 | -1.0 -0.5 -1.5| 40.4] +0.7 0 / 0.6 | 0.1 +1.0 
Feb., 1948. to Feb., 1949 ..] +0.3 -3.0 | +2.0 2.7 2.1 3.3} +6.0} +1.3] 41.1 +0.1 +5.4 0.3 
‘Rents d quarterly, J 15, April 15, July 15, 5. Based prices for Aug, 16, 1948, 
includes elestricty cal ae paar 4 pgs eee aBased ps rie scaled Oct, 14, 1948, 


aBased on food prices for Feb. 16, 1948. eBased on food prices for Jan. 18, 1949. 
bBased on food prices for May 13, 1948, rRevised, 


